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What's in a Name? atmosphere does not deteriorate their own sales will pick up 


According to some folks there is a whale of a difference 
between a recession and a depression. A recession, they say, 
can be just a phase of a depression. Or it doesn’t even have 
to be part of a real depression at all—just a slidedown from 
a perhaps too precarious peak to a fairly comfortable but 
not unexciting plateau. Which are we in now? Turn to page 
266 for some facts on previous recessions and on the “phase” 
we are now in. 


Where the Superlative Is Not Hyperbole 


New York City is not only our largest city, it is our 
largest manufacturing city—in terms of both the number of 
workers employed in its factories and in the value added 
by manufacture. As to industries, it is foremost in apparel 
and food. 

Superlatives are almost always in order in connection 
with New York City—it is our most important port, our 
theatrical, book publishing and radio center, etc. So it 
may be encouraging to some of the rest of the country 
that New York City did not increase its factory employ- 
ment in the same proportion as did the country as a whole 
in the important years 1939-1947. In the current period, 
employment recession started earlier in New York City 
and has been sharper than for the country as a whole. 

For those interested in Metropolis (and most of the world 
seems to be) there are not only fascinating but significant 
figures in the article starting on page 267. 


Where Do We Go from Here? 


“Can we have a ten per cent depression?” is the question 
that many businessmen are asking themselves today. In 
this month’s survey of business practices, a number of exec- 
utives display consideraple optimism for the months ahead. 
This despite the fact that new orders are off compared with 
last year and that profits are expected to be substantially 
lower than in 1948. Among the 185 companies reporting 
are some which feel that they are practically through their 
postwar adjustment period and that if the general business 
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in the fall. Prospects ahead, with particular attention to 
the second half of the year, are surveyed on pages 262 and 
294 in terms of inventories, new orders, backlogs, and profits. 


The Top Ten Are the Top Ten 


The ten largest manufacturers belong to a pretty exclu- 
sive club. The primary qualification—assets of more than 
$300 million—has kept the membership nearly constant 
through deep depression and wartime boom. Eight of the 
companies appearing in the latest listing (for 1948) were 
also in the 1941 roster. Seven of those eight appeared among 
the top ten in both 1937 and 1929. Since those years, two 
packing companies have slipped a few spaces in ranking, 
their places now being taken by Westinghouse Electric and 
American Tobacco. 

Total assets, net worth, invested capital, sales, income 
before taxes and federal income taxes for the top fifty 
companies are given beginning on page 275. 


Eyes on the Nation’s Bread Basket 


The world does move—but not always straight ahead. 
Sometimes it moves in circles. Take the matter of wheat, for 
example. During World War I, the area of wheatland be- 
came tremendously extended as farmers sought to reap the 
utmost from a flourishing market. After the war, demand 
continued high—that is, until the devastated areas abroad 
became fertile again. Then too much wheat. 

What has been the wheat history of the Second World 
War and subsequent years? Perhaps never before have farm- 
ers anywhere enjoyed so many good wheat crop years; 
good in at least two ways: huge yields and high prices. Will 
this year spell the beginning of the end of their good for- 
tune? Weather and total demand for wheat seem to be 
doing something of a synchronizing act—the weather mod- 
erately reducing the total yield in tune with a lessening of 
both domestic and foreign demand. With a still large crop 
and with tremendous stocks of prior crops in storage, whither 
is the farmer bound on the wheat circle? 

This question is presented beginning on page 286. 
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Manufacturing Profits Off 


ONTRASTING optimism and pessimism on the 

outlook for business mark the replies of the 185 
manufacturing companies cooperating in this month’s 
survey of business practices. Some industries feel 
that the major portion of their postwar adjustments 
is behind them and look forward to improved condi- 
tions. Others are now experiencing reduced orders, 
smaller backlogs, inventory depreciations, lower 
profits and other characteristics of contemporary busi- 
ness adjustments and are not very optimistic regard- 
ing the probable time when their operations will sta- 
bilize and begin to pick up again. Three quarters of the 
companies, however, foresee a decline in profits in 
1949 as compared with 1948. The principal factors 
contributing to lower profits, as reported by the co- 
operators, are lower volume of sales, inability to 
adequately reduce operating costs, inventory losses, 
and lower selling prices. 


NEW ORDERS 


Half of the companies expect less new orders in the 
second half of 1949 than in the first, and three quarters 
anticipate a still poorer showing compared to the 
last six months of 1948. 

A notable exception is found in the case of the 
petroleum industry. Although this industry suffered 
as a result of a mild winter last year, prevailing 
opinion of cooperating petroleum companies is that, 
if normal weather prevails, orders will be approxi- 
mately 10% higher during the last half of this year 
than during the same period last year. 

Among the industries that have been hit the hard- 
est with respect to new orders are the foundries and 
steel companies, some of which report drops in orders 
amounting to 75% of their bookings during corre- 
sponding periods of 1948. Other industries which 
have been hard hit are heating and plumbing, with 
anticipated drops in orders during the last half of 
1948 of from 15% to 30% as compared to last year; 
electrical appliances and supplies, 20% to 50% off; 
electrical machinery, 5% to 50% (and averaging 
about 15%); and office equipment with expected de- 
clines in new orders of 10% to 30%. 

Two industries which have been undergoing an 
adjustment for some time report very mixed outlooks 
with respect to new orders. Some of the textile com- 
panies cooperating in this month’s survey forecast 
declines up to 50% in new orders during the next 


six months, while others expect to receive 5% to 10% 
more orders than they did in the last six months of 
1948. The average cooperating company, however, 
expects a 20% drop. Cooperating machine tool com- 
panies break into two classes: those who hope to do 
as well this year as they did last, and those who ex- 
pect new orders to equal only 40% to 60% of those 
received last year. 


INVENTORIES 


It would appear from letters received that industry 
in general has no serious inventory problem. An ap- 
preciable number of companies feel their inventories 
are too high, but for the most part, this is the result 
of the recent drop in sales. Nevertheless, a substan- 
tial number of companies are still doing everything 
possible to reduce their inventories so that any fur- 
ther drop in business or further decline in prices will 
not result in severe inventory losses. Most com- 
panies, however, report either that they have already 
written off the depreciation in their inventories or 
that they have established adequate reserves to take 
care of any losses that might occur. 

A few companies here and there report that they 
are concerned about the size and cost of their in- 
ventories, but the only industry as a whole that 
seems to have a general inventory problem is the 
petroleum industry. Although total inventories com- 
pare favorably with prewar, the heavy demand for 
gasoline and the lesser call for fuel oils and heavy 
residuals (particularly on the West Coast) has re- 
sulted in excessive inventories of the latter. Some 
petroleum companies expressed the view that a nor- 
mal winter would help move a large portion of this 
inventory. The West Coast situation, however, may 
not improve as rapidly. One western company states: 


“During the next six months gasoline inventories will 
decline while heavy fuel oil stocks will continue to build 
up. The solution to this unbalanced inventory position, 
which will become progressively worse until corrective 
measures are taken, will be in the construction of addi- 
tional refining facilities for the processing of heavy oils, 
from which a larger percentage of gasoline and distil- 
lates, and a lesser percentage of fuel oil will be ob- 
tained. This program will be costly and take time, but 
it will be accomplished.” 


PROFITS 


Three quarters of the reporting companies expect 
their profits for 1949 to be lower than for 1948. The 
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remainder expect to do as well or think that their 
earnings this year will be even better than last. A 
substantial number of companies are extremely pessi- 
mistic and look for declines of 25%, 50% and even 
net losses. One company stated that it expects its loss 
this year would be greater than its profits last year 
and expressed the hope that, if conditions improve, it 
would break even next year. 

A number of companies, when reporting on their 
profit outlook, stressed the fact that they considered 
last year’s profits to be above normal expectations 
and indicated that they do not seriously expect to 
maintain such high levels. These companies in re- 
porting declines of 10% to 25% expressed the view 
that they considered the new level satisfactory. For 
example, one executive states: 


“Profits for the last six months of 1949, as well as 
for the full year, are expected to be relatively satisfac- 
tory although they will not measure up to the abnormal 
earnings of last year due to the declines in prices for 
certain products during recent months.” 


Another manufacturer reports that profits during 
the first half of this year are generally in line with 
profits for last year. He goes on to predict that 
“profits will probably be somewhat lower during the 
last half of this year, but it should, at the worst, be 
a good normal profitable year.” 


Counter Trends 


While a substantial number of companies ex- 
pect profits to take a tumble this year, there are a few 
notable exceptions. Quotations from the reports of 
some of these companies follow: 


“Our profits for 1949 are 60% greater than profits 
were in 1948. The increase in the volume and in profits 
is due to the fact that we have placed new products on 
the market that have been very favorably received. We 
also have greatly improved our tooling and manufactur- 
ing processes. We have spent a considerable amount of 
money since the end of the war on new equipment, new 
tools and new manufacturing space and these are all be- 
ginning to show in the return to the company.” 

* * * 


“We believe our profits for the last six months will be 
better than those of the last six months of 1948 and that 
we will show an improvement for the entire year. We 
have been planning for some time for the economic 
situation that is now developing by enlarging our sales 
organization, increasing our advertising program, and 
perhaps most important of all, developing new products 
for introduction at this time.” 

* * * 


“We had a good profit picture in the latter part of 
1948. In my opinion, we will not equal in the last six 
months of 1949 the corresponding period in 1948 because 
we brought out in 1948 a new product and we felt the 
effects of it in a big way in the last four months. How- 
ever, I believe that the over-all profit picture for 1949 


will be better than 1948. The reason for this is because 
we, like every other concern, have bent great efforts to 
reducing the break-even point and have been successful.” 


INDUSTRY BRIEFS 


The following are brief summaries of the business 
outlook for some of the industries covered by this 
month’s survey. They represent a synthesis of the 
trends and opinions of those companies cooperating 
and may not necessarily be typical of the trends for 
the entire industry. Detailed comments, in the form 
of excerpts from the letters received, appear on 
pages 294 to 308. 


Chemicals 


Probably because of the variety of products, there 
is considerable difference of opinion as to the trend 
of new orders in the last half of 1949 as compared 
with the corresponding period of 1948. Estimates of 
declines in new orders range from 5% to 50%. In- 
ventories were generally reported to be in good con- 
dition, lower than prewar, but companies are still 


Summary of Views of All Industries in Survey 
on Business Outlook for Last Half of 1949 


New order outlook last half, 1949 compared with: 
First half, 1949 


INONG Le PR eay ices te eet hho ci Rea erat «ore Sete ous 30 


Although some companies report no backlog of orders because of the general 
business decline, other companies simply ship from stock or only accept orders for 
a specified delivery period. 
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attempting to reduce them. Because of declines in 
both volume and price, cooperating companies ex- 
pect profits this year to be about half of those earned 
last year. 


Electrical Appliances and Supplies 


Orders are expected to drop 20% to 50% below 
those for the last half of 1948. Only one company re- 
ported a serious inventory problem. Although the 
others did not regard themselves as overstocked, they 
looked forward to even lower inventories before the 
end of the year. Profits are expected to be off, rang- 
ing 25% to 50% lower than in 1948. 


Electrical Machinery 


New orders in the last half of 1949 are expected 
to be 5% to 50% below those in the latter half of 
last year, with an average decline of approximately 
15% to 20%. No serious inventory problem was re- 
ported, although there is a general trend toward 
lower inventories. Most companies reported good 
profits for the first three to six months of 1949, but 
profits for the year are expected to be about 20% 
lower than those for 1948. 


Food 


No serious drops in new orders are reported. The 
most pessimistic company looked for a drop of only 
10% during the next six months and several expected 
to do as well or better than in the same period of 
1948. Most companies reported that their inventories, 
as a per cent of sales, are below the level of prewar 
years, although one company reports inventories to be 
up 10% and another 20% over last year. The majority 
of companies reporting expected to equal or better 
their 1948 profits. 


Foundries 


The recession struck in March. New orders are 
reported to be off from 25% to 75%. One cooperating 
company notes that it is now operating at only 50% 
of capacity. No large inventories are reported and 
there seems to be no concern over inventory losses. 
Two of the four reporting companies expect losses 
instead of profits this year, while a third merely 
stated that profits will be off. 


Hardware 


A drop of 10% to 20% in new orders is reported 
by most of the reporting companies and all except 
one reports that inventories, as a per cent of sales, 
are identical to those of prewar years. The profit 
picture is bad, with the average company indicating 
that profits this year will be only 50% or 60% of 
those for last year. One company reports that its 


loss this year will equal last year’s profits and hopes 
to break even next year. A notable exception is re- 
ported by one company which, as a result of new 
product development, expects a 60% increase in 
profits. 


Heating and Plumbing 


Declines of 15% to 30% are reported in new orders, 
with an average drop of approximately 20%. Al- 
though some companies have higher inventories in 
relation to sales than prewar, no one reported a seri- 
ous inventory problem. Profits are expected to be 
slightly to 50% lower than in 1948, with an average 
decline of approximately 20% for the year. 


Industrial Machinery 


While no companies cooperating expect to receive 
a higher volume of new orders this year than last, 
some expect to receive about the same volume or only 
slightly less. A third of the cooperating companies 
feel that new orders will be only 70% to 80% of last 
year’s volume and some are more pessimistic, one re- 
porting that this year’s orders will be only “trifling 
compared to last year’s.” The situation in respect to 
inventories is also mixed. Some companies have 
low inventories, while others report inventories (rela- 
tive to sales) double those of prewar years. The gen- 
eral trend is downward. However, one company 
which lost money last year expects profits this year. 
Several others expect their profits to equal those of 
1948. The majority of companies, however, look for 
profit declines of 20% to 50%, with an approximate 
average of about 25%. 


Machine Tools 


Four companies report that they expect their new 
orders this year will be equal to those of last year. 
Five companies, however, felt that orders would be 
off 40% to 60%. The inventory situation in the in- 
dustry is generally not considered bad and some com- 
panies point out that it is necessary to maintain a siz- 
able inventory in order to be able to sell and ‘service 
a full line. Some companies, of course, manufacture 
only to order and have no finished goods inventory 
problem whatsoever. All companies were pessimistic 
regarding the profit outlook and opinions varied from 
“some decline” to 60%. 


Nonferrous Metals 


Customers’ inventory adjustments, which have 
raised havoc with these industries during the past 
year, are reported to be about completed. The com- 
panies cooperating expect that orders in the next 
six months will be better than in the first, although 
the full year will not be so good as 1948. Some com- 
panies report that they have been caught by rapid 
price declines in their basic raw materials and have, 
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or will, experience substantial inventory losses. Others, 
however, report that they have been succesful in 
either preventing serious losses or in providing ade- 
quate reserves to cover them. In general, low profits 
are expected and reduced volume and inventory 
losses are cited as the principal causes. 


Office Equipment 


All except one company expect new orders to de- 
cline from 10% to 30% during the last half of this 
year as compared with the same period last year. 
No real inventory problem was reported. Neverthe- 
less, there is a trend toward lower inventories. Profits 
are expected to be off 15% to 66%. The one excep- 
tion to the prevailing trend is a company which has 
recently introduced a new product and not only ex- 
pects to have better sales than last year, but looks 
forward to increased profits as well. 


Paper 


Cooperating companies expect new orders in the 
last half of 1949 to be 10% to 15% below those for 
the last six months of 1948. The inventory situation 
is mixed, although no companies report serious con- 
ditions. Some companies indicate that further reduc- 
tions will be made this year. With one exception, 
profits are off and in one case the decline in earnings 
in 1949, as compared with 1948, is expected to equal 
50%. 


Petroleum 


Providing we have normal weather for the re- 
mainder of this year, cooperating petroleum com- 
panies expect orders and shipments in the latter half 
of 1949 to exceed those in the last half of 1948 by 
about 10%. Inventories of gasoline are normal for 
this season, but fuel oil and residual stocks are build- 
ing up. Some relief is expected in the fall. Also 
companies are working on refining methods that 
would reduce stocks of residuals. Generally, inven- 
tories compare favorably with prewar. Profits are 
expected to be off 20% to 25% on the average, al- 
though this is not considered too serious by some 
companies because last year’s profits were abnormal. 
Price reductions are reported to be responsible for 
the decline in profits. 


Textiles 


The textile industry is still undergoing considerable 
adjustment and anticipated new orders for the latter 
half of 1949, compared to the similar period for 1948, 
vary from 50% to 105%. Most companies seem to feel 
that new orders will be off about 20%. Generally, in- 
ventories are regarded as too high in the light of exist- 
ing conditions and reporting companies are making 
efforts to further reduce their stocks of raw materials 
and finished goods. Inventory liquidations and write- 


offs are expected to have a pronounced effect on 
profits. While some companies feel that the profit 
picture will not be too bad this year, a large number 
expect drops of 15% to 25% and a few are extremely 
pessimistic regarding the outlook. 


Steel 


New orders are off sharply with cooperating com- 
panies reporting declines of 15% to 50%. Informed 
estimates indicate that production will be at about 
70% to 757% of capacity for the year end. The inven- 
tory situation does not seem serious as there have 
been adequate write-offs and there are sufficient re- 
serves to protect against any foreseeable declines. Al- 
though 1949 profits will be off, no reporting company 
is willing to guess the extent of the decline. 


Barsara R. MAnNEss 
G. CiarK THomrpson 
Division of Business Practices 


Business Book Shelf 


Marketing and Distribution Research—A revision of the 
author’s earlier work, “Market Research and Analysis.” 
The scope of the original work has been widened by the 
addition of chapters on “Organization for Market Re- 
search”; “Distribution Cost Analysis”; ‘Advertising Re- 
search and Sales Record Analysis.” By Lyndon O. Brown, 
The Ronald Press Company, New York, 1949. 


Labor’s Part in Britain’s Economic Recovery—What 
labor can do and should do to increase productivity. 
Westminster Bank Review, May, 1949. 


Inflation and Postwar Profits—A recomputation of corpor- 
ate profits over the past forty years, using replacement 
cost instead of historical cost depreciation. Machinery 
and Allied Products Institute, Chicago, May, 1949. Price, 
50 cents. 


World Commodity Survey—Production, consumption, 
stocks, and prices of the important world commodities. 
London and Cambridge Economic Service, Bulletin II. Vol. 
XXVII, May, 1949. 


Private Foreign Investments: A Means of World 
Economic Development—The advantages and _hin- 
drances to private foreign investment in the world today. 
William Harvey Reeves and Paul D. Dickens, Political 
Science Quarterly, June, 1949. 


Food and Agriculture in the Soviet Union, 1917-48— 
“The impressive fact which emerges from the review is that 
great military power, and the industry to support it, has 
been generated during the last three decades in the face of 
a food situation which remained precarious and of a level 
of real wages which remained very low.” M. K. Bennett, 
The Journal of Political Economy, June, 1949. 
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Recessions and Depressions: Past and Present 


ye ea in the business situation since 
last fall is considered by some observers as only 
a decline from an abnormally high level toward a 
“normal” rate, In Persons-Bratt terminology, this 
process is a recession, The depression stage is not 
reached until the business descent has passed the “nor- 
mal” level, 

What has been the history of recessions (used in 
this sense)? How many have we had in the past, and 
how long have they lasted? Professor Bratt, adapting 
Professor Persons’ data, has undertaken to answer 
these questions so far as the years 1883-1927, inclusive, 
are concerned, (See Table 1.) During this time there 
were fourteen recession periods lasting from a low of 
four months in 1887-1888 to a high of twenty-five 
months in the period 1912-1914, 

The recession phases in major depresions have aver- 
aged much longer than those in minor depressions. 
In major depressions the length of the recession phase 
has, on the average, about equaled the period of re- 
covery; in minor depressions, recession has been longer 
than recovery, (See Table 3.) Major depressions 
are defined as those which have dropped more than 
15% below normal, taking 100 on the Persons’ index 
of industrial production and trade as normal. Minor 
depressions are those which have shown a smaller de- 
cline, All major depresions have been about 20% 
below normal. Minor depressions have been less than 
10% below normal except those in November, 1900, 
and July, 1924, which dropped slightly more than 
10%, 


Table 1: Recession Periods in the United States 
1883-1927 


Source; Elmer C, Bratt, “Business Cycles and Forecasting” 


Lengt 
Recession Period Mont path in Monn Peal 

sion Period Cycle 
Auguat, 1888-November, 1884,,,,., / 71 
December, 1887=March, 1888,,,,.... 40 
November, 1890-April, 1801,....... $7 
February, 18038~-Auguat, 189, , , , @8 
December, 1895-October, 1806, $8 
January, 1800-November, 1000, ,,, , 49 
Auguat, 10038-July, 1904, ....., 44 
Auguat, 1907-January, 1008, , AY 
April, 1010-October, 1910... 838 
November, 1012-November, 1914, 40 
August, 1018-March, 1019, , ial be 
February, 1020-February, 19@1,. ie @3 
May, 1092@3-July, 10@4......... 41 
June, 1027-December, 1927, . 41 


eet Hratt haa wl ptod Pern material in  ceterealalng the length of the 
mn periods, using the definition that jon ie the interval of permatent 
decline to aubnormal business between the terminal month of prosperity and the 
boginning of the trough of depression, 


It is difficult to apply these measures to what has 
happened since last November. The Persons’ index is 
no longer compiled. Current estimates of “normal” 
(usually not very definite) refer to only the Federal 
Reserve index of production. However, it is possible 
to compare the declines which have ocurred since 
last November in a number of the current indexes 
and other series with those which took place in the 
same length of time in other periods of sharp declines 
in business. This has been done in Table 2. 

A number of interesting facts are disclosed. For one 
thing, it is seen that, in the first six months of the 
current business decline, prices have on the average 
receded further than in corresponding periods in 1920, 


Table 2: Percentage Change in Business Indicators, 
Selected Six-month Periods 


Sources: National Bureau of Economic Research; Department 

of Commerce; Bureau of Labor Statistics; Cowles. Commission; 

Tron Age; Federal Power Commission; Interstate Commerce Com- 

mission; Commercial and Financial Chronicle; Bureau of Mines; 
Tne Conrerence Boarp 


May. 
ber, 1948 1987, to 


Item to M Novem- | Dece 10 aes 
1920 
Value of total imports!.......... +6.6 
Wholesale prices 
All commodities, ........0...65 ‘ +5.1 
Farm products.............5. ’ -5.8 
ROGGE: ds. du.¢ RAMBO, OMe. : +1.2 
Building materials, ........... -8.6 2.8 
BAW WORCOriale, sx i404s ean see “11.4 +3.9 
Semimanufactured goods...... . -8.8 +4.1 
Manufactured goods.......... -0.9 +6.2 
Nonagricultural goods, ,.... 2.8 +13.1 
Volume of new orders of fabricated 
structural steel!, . aN +17.6 41.7 
Federal Reserve index 
Industrial production. . -20.7 7.3 
Textile production... «6.0.6... 42.4 23.2 
Volume of pig iron Bypouene -86.5 +4.5 
All common stock prices, ae -28.7 -10.3 
Electric power pr uction!, ...... 4.5 +2.5 
Cotton consumption®. ...6 66.66. 27.9 5.6 
Wholesale price, finished steel 
MOCUBU Ws 05 Ox ud eae eee hates +10.8 
Value of building permits outside 
New York City), o..accsnesiss 20.4 
Revenue and nonrevenue freight 
TON THUOG,, va VesaGesesasane -1.0 
Total new corporate issues’... ... -5.8 
Index of factory pay rollst.... ... +0.6 
Crude petroleum proses on yea +8.1 
Bituminous coal production’. , -1.9 
Steel ingot production®. ......... -8.9 


‘Seasonally adjusted, 
aPorcentage change November, 1048, to April, _ 
Note: The periods January, 1920, to July, int June, 1929, to December, 1929; 
and M rea othe "to November 1037, are respectively pe a on tie months fol 
the the erent cycle as det: dior b Bureau of 
the FR index of industrial prod ony LA Be Ragen Bg ee os 
Nera, 1048, 
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Table 3: Length of Cycle Phases Related to Major 
and Minor Depressions, 1878-1933 


Source: Elmer C. Bratt, “Business Cycles and Forecasting” 


Length of Phase in Months 


Type 
Recession Recovery 

Major depressions 

ORCC Pent ee. Mimiaita ca Maria. t 16 15 

Seer pipiens Sarat 6-36 10-26 
Minor depressions 

PER RE GO Ricardo faleiGrdaroh tee eran 9 2 

aa 6-15 1-4 


1929 or 1937.1 The prices of semimanufactured goods, 
not of farm products, show the greatest decline. Even 

1The point of the beginning of the decline in this instance is selected 
solely on the basis of the Federal Reserve index of industrial pro- 


duction, These may or may not later be selected as the crest of the 
cycle by the National Bureau of Economic Research. 


raw materials and foods have dropped more than the 
products of the farms. 

However, prices do not always follow the precise 
pattern of the business cycle. This is particularly 
true of the prices of various individual groups of com- 
modities. It was not until after July, 1920, that the 
catastrophic drop in prices occurred although the 
depression is regarded as having begun in January 
or February of that year. Agricultural prices had 
moved sharply downward before November, 1948, 
In the other categories there are relatively few in- 
stances in which the decline is not matched, or more 
than matched, in one or the other of the previous 
periods shown in Table 2. 


Cretitn PoLLAck 
Division of Business Economics 


Manufacturing in New York City’ 


EW YORK CITY? continues to be the leading 
manufacturing area in the nation. But its fac- 
tories did not grow so rapidly during the past decade 
as those in the country as a whole. In addition, the 
downturn in total manufacturing employment which 
began in September, 1948, has been relatively sharper 
in New York City than in the national aggregate? 
By April, 1949, twelve of twenty manufacturing 
industries in New York City were employing fewer 
wage earners than before the war. Included in the 
twelve industries were apparel and food, which ac- 
counted for half of all wage earners in manufacturing 
in this city in 1939. On a national basis, the num- 
ber of wage earners in April, 1949, was below 1939 
levels in only two industries—textiles and tobacco. 
Combined, they employed only a seventh of all fac- 
tory wage earners in the United States before the war. 
Manufacturing in New York City now gives em- 
ployment to about a million people. Retail trade, fi- 


1This article is first in a series on recent economic changes in 
New York City. 

2New York City, as used in this article, refers to the sum of the 
five boroughs—Manhattan, Brooklyn, Bronx, Queens and Rich- 
mond—unless otherwise noted. 

3These conclusions were drawn from employment statistics pre- 
pared by the Division of Placement and Unemployment Insurance 
of the New York State Department of Labor and from 1947 Census 
of Manufactures data. While the two sources indicate that the per- 
centage gain in New York City’s factories was less than in all fac- 
tories in the country, there is disdovesmbtit on the amount of differ- 
ence. Between 1939 and 1947, the number of production workers in 
New York City increased 11%, according to the New York State 
Department of Labor, and 44.5%, according to the Census of Manu- 
factures. For the United States, these sources reported a gain of 
57.3% and 52.6%, respectively. The statistics of both agencies are 
presented in this article and the difference between them is com- 
mented upon. 


nance, services and other nonmanufacturing indus- 
tries engage 2.6 million men and women. Thus, two 
of every seven persons at work in this city are on 
factory pay rolls. Although New York City contains 
about 5.5% of the nation’s population, it accounts for 
about 8% of all manufacturing workers (including 
clerical) . 

Factory employment (again including clerical em- 
ployees) increased from 1940 to 1949 at a faster rate 
than other types of employment. Fully 250,000 more 
persons now produce manufactured goods than in 
1940. This represents a 34% gain as compared with 
an increase of 24% in nonmanufacturing employ- 
ment. (See Table 1.) In the country as a whole, the 
number of wage and salary workers increased 48% 
in manufacturing and 38% in nonmanufacturing in- 
dustries, excluding agriculture.’ 


CITY vs, NATION, 1939-1947 


New York City’s factories did not match the in- 
crease from 1939 to 1947 of the country as a whole 
both in terms of number of production workers and 
value added by manufacture,? according to prelim- 
inary Census of Manufactures data for 1947, Pro- 
duction worker employment rose 45% in New York 
City as compared with a gain of 53% in all factories. 
Value added was 195% greater than before the war in 
New York City, while for all manufacturing in the 
United States it was 204% greater. In contrast, 


1The national figures exclude proprietors, self-employed, domestics 
and the armed forces. 

2Value added by manufacture is the amount by which the value 
of shipments exceeds the cost of materials and supplies. 
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there was a greater-than-average gain relative to the 
nation in the number of establishments. 

The lag in the expansion of this city’s manufactur- 
ing industry can be explained for the most part by 
the nature of the expansion in the whole country 
between 1939 and 1947. Consumer demand, particu- 
larly for civilian-type durable goods, was still great in 
1947. Going manufacturers of refrigerators, automo- 
biles, industrial machinery and other hard goods were 
operating at full scale to fill their orders. Many new 
investors, attracted by the expanded market, also 
entered this segment of manufacturing. Thus, durable 
goods industries showed a much larger increase in 
employment and value added than did the nondurable 
goods group. Since New York City predominantly 
manufactures nondurable goods,! the percentage gain 
was not so favorable as in the nation. 

Communities which mushroomed into important 
manufacturing centers since 1939 may have con- 
tributed to the rapid growth in the United States 
aggregates. Many of the areas which became in- 
dustrialized during the war? probably continued pro- 
duction during the prosperous postwar years. The 
addition of these war-born factories would, of course, 
swell both the 1947 Census figures and the percent- 
age gain based on them. 


OTHER INDUSTRIAL AREAS 


The 1939-1947 gain in New York City compares 
favorably with some of the principal industrial 
areas in the United States but unfavorably with 
others. Measured by the percentage increase in value 
added by manufacture, New York City was fifth 
highest of the twelve areas studied. It topped De- 
troit, Newark-Jersey City, Philadelphia, Boston, 
Pittsburgh, St. Louis, and Baltimore. In contrast, 
this city did not fare so well as Los Angeles, Chicago, 
Providence-Fall River-New Bedford or Cleveland. 

New York City was about in middle place in a 
ranking of relative growth in employment. The five 
areas in which the number of production workers 

1Nondurable goods industries in 1939 furnished employment for 
82% of all manufacturing wage earners in New York City. This is 
in contrast with the national average of 56%. 

2See ‘New Industrial Centers,” by Martin R. Gainsbrugh, The 
Business Record, May, 1944, pp. 111-114. 

3The data for measuring changes are as yet incomplete. Totals for 
the industrial areas were compiled by combining the 1947 Census of 
Manufactures statistics for principal industrial counties of the 
United States. Because data for counties with fewer than 20,000 
employees in 1947 are not yet available, the totals on both dates for 
some of the areas exclude counties which by definition are part of 
the area. These counties accounted for relatively few wage earners 
in 1939. (See footnote 3, Table 2.) In most cases, the omission proba- 
bly will not seriously affect the percentage change from 1939 to 
1947 for the area. 

The unfavorable position of New York City (the sum of the five 
boroughs) is slightly exaggerated in the comparison with industrial 
areas. Central cities are not likely to increase employment as much 
as the whole industrial area of which they are part. There is less 


space available for expansion or for new plant, etc. Table 2 shows 
at this was true for New York City between 1939 and 1947. 


Table 1: Civilian Population, Labor Force and 
Employment in New York City and United States 
in April, 1940 and April, 1949 
Sources: Bureau of the Census; Consolidated Edison Company; 
New York State Division of Placement and 
Unemployment Insurance 


In Thousands 


New York City 


United States 


Classification 


fan). sete iaeres 
Unemployed.... 
Employed....... 
Manufacturing. 
Nonmanufact’g] 2,575 


aPreliminary estimate. fi 

bAs of January 1, 1948. Rough estimates for 1949 indicate relatively little change 
during the year. 
_ ¢Total nonagricultural employment was 49,990,000 in April, 1949, and 37,230,000 
in April, 1940, an increase of 34.3%. 

n.a.Not available. 


increased by a larger percentage than in New York 
City were Los Angeles, Cleveland, Chicago, St. Louis; 
and Pittsburgh. 

In terms of the percentage gain in number of es- 
tablishments, Los Angeles was largest and Detroit was 
second. Providence-Fall River-New Bedford and 
New York City followed. 

Only Los Angeles surpassed New York City, rela- 
tively, in all three measures—value added by manu- 
facture, number of production workers and number of 
establishments. 

There are limitations in comparing the growth of 
these areas on the basis of the percentage gain alone. 
Relative changes are affected by the magnitude of the 
base figure. A unit increase of ten is a ten per cent 
increase when the starting figure is one hundred, but 
only a one per cent increase when the base is one 
thousand. 

This statistical phenomenon is particularly strik- 
ing in the comparisons above. The 1939 figure (the 
base) for each of the areas except Chicago was sub- 
stantially lower than for New York City. For ex- 
ample, value added in Los Angeles was less than a 
third as large as in New York City. Consequently, 
despite the fact that the dollar increase in New York 
City between Census years greatly exceeded the total 
value added in Los Angeles in 1947, the percentage 
gain from 1939 to 1947 in Los Angeles was much 
larger than in New York City. 


CURRENT POSITION 


The New York State Department of Labor esti- 
mates New York City’s manufacturing employment 
in April, 1949, to be 5% below its average monthly 
employment in 1939. In contrast, total factory em- 
ployment in the United States, as estimated by the 
United States Bureau of Labor Statistics, was 48% 
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higher than before the war.! Since September, 1948, 
when the total number engaged in manufacturing in 
the nation started to decline, factory employment in 
New York City fell fully 18% as compared with a 
10% decline for the nation. 

There are questions about the accuracy of the local 
figures, particularly since preliminary Census of 
Manufactures data for 1947 have become available. 
According to the State Department of Labor, manu- 
facturing employment in New York City increased 
11% from 1939 to 1947. Census data, as noted previ- 
ously in this article, report a gain of 44.5% for the 
same period. 

Unofficial comments by a State Department of 
Labor technician indicate that the differences can be 
attributed to differences in definition, methodology, 
and sampling technique. The state department col- 
lects its monthly figures by means of a questionnaire 
filed by a relatively fixed group of manufacturing es- 
tablishments. This sample mainly consists of large, 
long-established businesses whose employment does 
not change so rapidly as in smaller companies or in 
relatively new plant. Thus, the gain between Census 
dates is less than that shown by an actual count of 
all manufacturers. 

A comparison of the guiding definitions of manufac- 
turing establishment, wage earner, etc., used by the 
two agencies would also be helpful in tracking down 
the difference. 

1These two series are directly comparable. The federal agency 


utilizes the state department estimates for the local areas in com- 
piling the national total. 


The New York State Labor Department figures are 
also inconsistent with data based on reports of em- 
ployers contributing to the New York State Unem- 
ployment Insurance Fund. Insured employment in 
New York City, which includes both wage and salary 
workers, increased 34.3% from 1940 to 1946, the 
latest date for which figures are available. Produc- 
tion worker employment increased 6.6% in the same 
period, according to the State Labor Department. 
These series also do not agree for individual indus- 
tries. For example, covered employment in New 
York City’s apparel industry was 26.3% higher in 
1946 than in 1940—a greater rate of increase than for 
the nation. In contrast, the Labor Department esti- 
mates that there were fewer production workers in 
1946 than in 1940 in this industry. 

As detailed Census statistics for New York City 
become available, more light will be thrown on the 
accuracy of the state’s figures. However, in the 
meantime, this series is the only up-to-date continu- 
ous monthly measure of manufacturing employment, 
both as to total and by industry, for New York City.t 


INDUSTRY BREAKDOWN 


Manufacturing activity, in terms of the number 
of production workers, is below what it was before 
the war in more than half of the city’s industries. 
The indexes of wage-earner employment for twelve 


1The State Department of Labor, recognizing limitations in its 
figures, is presenting the current data in the form of month-to- 
month percentage changes. They are also in the process of completely 
revising the series. 


TABLE 2: SELECTED CHARACTERISTICS OF MANUFACTURING IN NEW YORK CITY AND 
LEADING INDUSTRIAL AREAS IN 1939 AND 1947! 


Source: Bureau of the Census 


Number of Establishments 


Area 
1947 
USES Ses Res: eee ee 240,801 
RUE NCOUK CUS Paces. oa Relotc Fan oe. < ci 37,686 
Industrial areas :? 
1 Ge ae ON: oe 8S Sy 39,129 
(ee Sones aaperee see ee 11,415 
eErOLL Pe thts celta «ce ae ey WLS 4,429 
Newark-Jersey City. ........-......0005: 8,246 
Pimladelphig wecsa ag. ofa ers Bae ihe cis 3 eas 6,200 
ESOT ORGS: Let eee oo ta de eee 6,480 
ERUSOMEGN. . a etoa scopy tite wateccienak oS E Aes 2,225 
Providence-Fall River-New Bedford... .... 2,943 
(Ob EGS aa aS Se oF eee 3,324 
PRET ATIOULCS My cates so ai wie vevan io ae é 21% * 9,459 
SOW c TEE pe cy tiga eae le ee 2,755 
LEE: eh AiG ate, See res, a 1,731 
_ 1The 1939 res for New York City and other areas have not been re- 


vised in accordance with the nt system of indus lassification and 
‘ore are not strictly comparable with 1947 figures. The United States totals 

are comparable. 

2Comprising Bronx, Manhattan, Brooklyn and Queens. 
for which 1947 data are not yet available. The Census of Manufactures for 1939 
reported Richmond as having 166 establishments, 6,080 wage earners, $8.7 million 
in wages and $30.6 million of value added by manufacture. 

*Since data for counties with fewer than 20,000 employees in 1947 are not yet 
available, the area totals exclude the following counties: 


Excludes Richmond 


% Change 


Number of Production Workers 


Value Added by Manufacture 
(Thousands) 


(Millions of Dollars) 


% Change % Change 
11,918.0 .0 52.6 ||'74,364.0 | 24,487.0 203.7 
731.9 .6 44.5 || §,424.5 | 1,840.4 194.7 
mm) 785.4 a 47. 5,807.8 | 1,983.7 200.3 
2 640.2 wl 59. 4,693.6 | 1,557.0 201.5 
al 454.0 4 2,543.7a| 1,069.1a 137.9 
ah 432.9 6 3,150.2 | 1,110.2 183.8 
6 355.4 va! 2,301.4 837.3 174.9 
4 301.3 rt: ) 1,818.1 660.7 175.2 
6 284.1 0 1,711.8 643.2 166.1 
.5 189.2 0 937.5 315.1 197.5 
a 236 .4 Y's 1,619.9 546.7 196.3 
9.1 276.6 4 2,024.4 512.5 295.0 
4.9 190.5 120.2 1,229.6 437.2 181.2 
4.8 137.5 105.8 892.9 341.7 161.3 
Industrial Area County Omitted Number of Wage Earners in 1939 
New, Momo City... . Richt soiaca, csc sac ves « cocoa 6,080 
Chicago........+.. Du P. ae 
DOESNT os hase eset 
Philadelphia....... 
hester. 
Bt; Lows. 55 ies ncec SE. Charles (Mad sci0 sss Serer ek oes cone 1,806 


St. Louis (Mo.)...........-. Fesiealsieles wae 6,621 
‘Includes Westchester and Nassau counties in addition to the boroughs com- 
prising New York City in line two of this table. ; b 
Abe excludes Oakland county for which value added is not available. 
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EMPLOYMENT OF PRODUCTION WORKERS IN SELECTED MANUFACTURING INDUSTRIES, 
NEW YORK CITY AND UNITED STATES 


Sources: New York State Division of Placement and Unemployment Insurance; Bureau of Labor Statistics 
Index Numbers: 19389=100 


ALL MANUFACTURING DURABLE GOODS 


1945 


STONE, CLAY AND GLASS IRON AND STEEL 
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U 
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NONFERROUS METALS 


at 
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of the twenty industries into which manufacturing is 
classified were from three to thirty-five points lower 
in April, 1949, than in 1939.1 For the country as a 
whole, only two industries—textiles and tobacco— 
employ fewer workers now.” (See chart.) 


NONDURABLE GOODS LOSSES 


All the important nondurable industries in New 
York City except printing, paper and chemicals fare 
poorly in a prewar-postwar comparison. Wage-earner 
employment in the apparel group, this city’s most 
important manufacturing industry,* was almost 15% 
lower in April, 1949, than before the war, and 12% 
lower than in 1945. Even in February and March, 
1949—months in which employment in apparel pro- 
duction is usually at a seasonal high—fewer men and 
women were at work than before the war, or in 1945, 
or in the same months last year. In contrast, there 
has been an almost steady rise since 1945, except for 
seasonal lulls, in the number employed in the whole 
country’s apparel industry. On a national basis, 42% 
more people were maufacturing suits, coats, dresses, 
etc., in April, 1949, than in 1939. Compared with 
April, 1948, the over-all figure increased 2%. This 
divergence in trends may reflect a migration of the 
industry away from New York City, as well as a 
downturn in business activity. California, for ex- 
ample, has been attracting apparel manufacturers in 
recent years. 

Employment in the food industry, New York City’s 
second largest source of wage-earner employment,* 
has been steadily declining in the last four months. 
By April, 1949, this industry employed almost 10% 
fewer workers than a decade ago and some 20% fewer 
than in 1945 and 1946. This compares with a 36% 
gain in employment since 1939 and an 8% rise since 
1945 in the nation’s total food industry. While New 
York City food factories have nearly 20% fewer 
workers currently than in April, 1948, the country has 
fully 10% more than last year. 

Printing jobs® grew as rapidly in this city between 
1939 and 1945-1946 as in the country as a whole. In 
1947, they increased relatively more slowly. The 
index of employment (1939=100) dropped from 125.7 
in 1947 to 122.4 in 1948, while the national index rose 
slightly (from 132.2 to 133.1). During the first four 


1Combined, these twelve groups accounted for 371,709 workers 
or 73% of all factory workers in New York City in 1939. 

*Before the war, these industries represented only a seventh of all 
manufacturing wage earners, 

8The apparel industry employed 40% of all wage earners in New 
York City in 1939, contributed 29% of the value added by manu- 
facture, and 35% of the value of product. 

4It employed almost 10% of all wage earners in 1939. 

5Printing, publishing and allied industries was the third most 
important job-giving industry in New York City in 1939. 
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months of 1949, employment in New York City’s 
printing industry was still about 20% above 1939. The 
United States average was about 32% higher than in 
that year. 

This city’s leather and textile industries have been 
operating during the postwar years with fewer pro- 
duction workers than were employed in 1939. In 
comparison, total United States employment in these 
industries was 5% to 10% greater in 1946, 1947 and 
1948. From January-April, 1948, to the same months 
in 1949, there was a drop of 7% in the nation’s leather 
industry employment as compared with a 12% de- 
cline in New York City. The number of textile work- 
ers in the past year has declined 11% for the whole 
industry and 6% in this city. 


DURABLE GOODS GAINS 


As in the nation, it was the gains in employment 
in the durable goods industries that gave New York 
City its biggest employment boost from 1939 to 1947. 
Some of the durable lines were still employing sub- 
stantially more persons in 1949 than in 1939.1 Em- 
ployment in machinery (except electrical) and auto- 
mobiles was approximately 65% greater in April, 
1949, than before the war. However, the comparable 
national employment was double the 1939 level. In 
the last year (April, 1948, to April, 1949) employ- 
ment in these industries fell more sharply in New 
York City than in the country as a whole. 

The number engaged in electrical machinery has 
generally been declining in both this city and in the 
nation since 1945. Yet in April, 1949, employment 
was still about a third higher than before the war in 
New York City, while it was 88% higher in the na- 
tion. The city’s employment in electrical machinery 
was 20% lower in April, 1949, than in April, 1948. 
In the same period, employment in this industry de- 
clined 14% in the nation. 

The New York City index of employment in iron 
and steel in April, 1949, was 102.1 (1939=100), as 
compared with 118.8 a year earlier. The nation’s in- 
dex was 151.1 on the same base in April of this 
year, and 161.7 in April, 1948. Thus employment in 
iron and steel declined 14% in the city and 6.5% 
in the nation in the last year. There are about the 
same number engaged by the industry in New York 
City as there were a decade ago but about 50% 
more in the nation as a whole. 


GerTRUDE DerutTscH 
Division of Business Economics 


1Only about 18% of New York City’s factory workers were em- 
ployed in durable goods industries in 1939. None of the nine industry 
groups into which durables are classified employed as many as 5% 
of all the wage earners. 
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A Federal Performance Budget 


“An inadequate docu- 
ment, poorly organized and 
improperly designed to 
serve its major purpose, 
which is to present an un- 
derstandable and workable 
financial plan for the ex- 
penditures of the govern- 
ment.” 


This is the way the 
Hoover Commission de- 
scribes the present federal 
budget. 

The Hoover Commission 
recommendations for a re- 
vision of the budget call 
for a recasting of the man- 
ner of presentation—for a 
budget based on functions 
and projects. This proced- 
ure “concentrates attention 
upon the general character 
and relative importance of 
the work to be done or the 
service to be rendered.” 
Hence the term “perform- 
ance budget.” 

Under the presentation 
recommended by the com- 
mission, capital outlays 
would be separated from 
current operating expendi- 
tures. The budget docu- 
ment would contain the 
over-all operating program 
together with the princi- 
pal subprograms for each 
function. The supporting 
details would not appear in 
the budget but would be 
submitted to the appropri- 
ations committees for in- 
clusion in the published 
hearings. 

An example of the type 
of budgeting advocated by 
the commission is shown 
on this and the following 
two pages. Here perform- 
ance budgeting is applied 


Table 1: Recommended Form of Performance Budget 


Source: Hoover Commission 


Summary: This appropriation request in the amount of $43,648,008 is to provide for the care of a daily 
average of 18,696 sick and injured, maintenance and operation of 34 hospitals, 2 medical supply depots, 
2 medical storehouses, 6 medical department schools, 1] research facilities, operation of 482 other medical 
activities ashore, instruction of personnel in nonnaval institutions, and care of an estimated 1,859 dead; 
and for island government—6 hospitals, 80 dispensary beds, and instruction of native practitioners. 


2. 


eo 


Specific programs are as follows: 


. Mepicat anp Dentat Carz ArLoat—to provide technical medical and dental 


equipment, supplies, and services for an average of 232,485 personnel at sea, 


and initial outfits for 4 new naval vessels to be commissioned in 1948............... 


Mepicat aNnD DentaL Carzk AsHORE— 


a. In naval hospitals—to provide civilian employment of 2,432 and supplies 
and equipment to operate and maintain 28 continental and 6 extra conti- 
nental naval hospitals with a combined daily average of 24,210 active beds 


Bn) VOB, e cucFi ara, wynieyaret .oteco oe chiNadeege wlan eR <hiena, clea ean! uch aetel tee Perce oe $43,384,134 


b. In other shore stations—to provide civilian employment of 93 and supplies, 
equipment and services to operate miscellaneous dispensaries, clinics, and 
units nt L948 si 55) HO siv-cic ai aes SPD Mm ele ait a wicks eto oats SR sae 

c. In nonnaval facilities—to provide for emergency services of civilian physi- 
cians, dentists, for personnel on leave or located at places where naval medi- 
cal facilities are not available in 1948.................. eee ec esse ee ses 


. Care or THE DEAp—to provide services, supplies, and transportation for an 
estimated 1,859" deaths Im 1948 )5 550.015 «7 scarace, ais @-oipseis aicte’aie's, gota eeeavaraperarsis ae ote aieyate eta eiexer ati 


. Instruction or MepicaL DEPARTMENT PERSONNEL— 


a. Medical department schools—to provide civilian employment of 80 and sup- 
plies and equipment to train 2,387 students in 6 medical department schools 
In? LO4B SHAKE. UE SOE EG vow cco RS AN IRE so otra ae eres eevee 
b. In naval hospitals—to provide for the employment of 150 consultants to 
improve professional standards in 13 naval hospitals in 1948.............. 
ce. In civilian schools—to provide for specialized training of 194 medical officers 
in civilian schools)in' 1948)... 5.0.2. cca os lee sleveee staletety Svetelile tuetele re aleiauets 
d. Medical and dental periodicals—to provide for 5,702 subscriptions to pro- 
fessional journals for use in ships, hospitals and other shore stations in 1948. 


. Mepicat anp Dentat ResEarca—to provide civilian employment of 328 and 


supplies and equipment to operate and maintain 6 research facilities and 5 field 


research units ti lO48 oti, Ss <..cidecseunctares ties « nieye cimtate ou mp ages delet aps) 6 sean atette stinpees tala tele eee rte 


Mepicau anp Dentat Supply SystEM— 

a. Naval medical supply depots—to provide civilian employment of 558 and 
supplies and equipment to operate and maintain 2 medical supply depots 
and 2 medical storehouses in 1948...........0ccc ec eeeeeencenssctereces 

b. Army-Navy medical procurement office—to provide for 50% of the cost of 
operation and maintenance of the joint medical procurement office in 1948. 


Istanp GovERNMENT—to provide for native employment, supplies and equip- 
ment to maintain and operate 6 hospitals (625 peda anid outlying dispensaries 
(80 beds) for an average native population of 76,263 in occupied islands of the 


Pacific: under Navy: jurisdiction In 1948)... «..:6j0:0:sj0.001 ovielsie cjsisisls <ei0's + 018 0\0i0.01000,0'v aie ne nels 4010 


. DEPARTMENTAL ADMINISTRATION—to provide civilian employment of 550, 


travel, telephone, telegraph, supplies and equipment for the departmental ad- 
ministration of the responsibilities of the Bureau of Medicine and Surgery in 


LOMB. crotevs ose ecs/eessave slain g aie’ ofere's & Wwle’a Wla| aighexeterelelald jerelergtel lo @e, ahs) aiehatet a, stster este ministetaNet crane atten 


Garona) COST LG4S aii.5 cis.a oie 6b eee einse acl. 9 are we etre Cate ON RUN Te ee Ta alate! # Okey ates tet 


Less— 
Reimbursements for services performed for other agencies........... 
Use of existing inventories..............+++eeeeeeee dos maaiaun Me aes 


AprropatArion Ruqumat, 1948. ..5.5.s sas sie necib ens s s4dnsisinis« cleus eww sswininieeielts 


3,754,552 


1,280,482 


1,774,208 
600,000 


217,157 


53,982 


2,058,293 


878,108. 


17,914,030 
1,626,801 


se eee eB 2,822,928 


48,419,168 


2,645,347 


2,519,742 


2,936,396 


1,910,463 


1,432,100 


63,188,839 


19,540,831 
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Table 2: Example of Supporting Details 


Source: Hoover Commission 
Page 1 
2. Mepicau aNnD DentTaL CarzE, ASHORE 
ROD Naval Hospitaintme en hte ce cet ee tcc tae dele Appropriated, 1947......... $48,336,998 
Change in Program......... — 4,952,864 
Estimate, 1948............. $43,384,134 


Significance and scope of work. 
sq This activity provides for care in Naval hospitals of sick and injured personnel of the 
Navy and Marine Corps, including reserve personnel on active and training duty. The 


Page 2 
2. Mepicat anD DentTat Carn, ASHORE 
a. In Naval Hospitals—(Significance and scope, Cont'd) 
to the hospitalization of Veterans Administration beneficiaries, dependents of naval per- 
sonnel and other supernummery patients. 
Change in program for 1948—a decrease of $4,952,864, composed of: _ 
(1) A decrease of $4,153,603 due to reduction in personal services incident to the reduction 
in facilities and patient load from that in 1947. The patient load is estimated to be 


Page 3 

2. Mepicau AND Drntat Carn, ASHORE 
a. In Naval Hospitals 
Current and future programs. This estimate provides for the operation and maintenance of 
28 continental and 6 extra-continental hospitals during the fiscal year 1948. The actual nor- 
mal capacity in 1948 will be 24,210 beds, with an idle capacity of 12,862 beds in maintenance 
status only. The estimated daily average patient load in these hospitals in fiscal year 1948 
is 18,696, which provides an estimated utilization rate of authorized beds of 77.2%. The 


Page 4 
2. Mepicat AND DentaL Care, ASHORE 
a. In Naval Hospitals—(Current and future programs, Cont’d) 
Taste II—Torat Procram—By Type of Cost 


Per Annum Per Annum Per Diem Per Diem Total 
Cost Per Cost Per Cost Per Cost Per Estimated 
PERSONAL SERVICES Bed Patient Bed Patient Cost 
SALARIES 
MeN EVD). «\~ ois barepemisigeins wee aes 3 $ 235.78 $ 305.32 $0 .644 $0 .833 $ 5,708,348 
Native and Alien—Per Annum......... 2.03 2.62 0.005 0.007 49,041 
Total Salaries... <fsfen.ae cosets «> Meas 237.81 307.94 0.65 0.84 5,757,389 
Wacers 
Group I, II, II, IV (a)................ 518.85 671.87 1.42 1.836 12,561,419 
Native and Aliens—Per Annum........ 10.95 14.18 0.03 0.039 264,976 
otal Wages. 3% ujsi0,- ass si sina wie 529.80 686.05 1.45 1.875 12,826,395 
Total Salaries and Wages............ 767.61 994.00 2.10 9.715 18,583,784 
Page 5 
2. Mepicat AND Dentat Carn, ASHORE 
a. In Naval Hospitals—(Current and future programs, Cont’d) 
Taste I1J—Anatysis By Opsect—ToraL Program 
Object ‘ Personal 
Classification Title Services Operations Maintenance Total 
01 Personal Services.) .05..2.4.0 90.006 - SIS MOO. GES oe Vir” Mle d. tee $18,700,684 
03 ‘Transportationn. cpa: tcc teens ce. kee ak $ TORS a ore, 1,688 
04 Communicaionsse ssid. Anker sc) alte L7H cee soe nae 172,000 
05 Rents and Utalitiesg.2. 45 sekiar.a. 26) Boas ® 2,282,999" 0 "Fen .ac- 1,282,999 
Page 6 
2. Mepicat AND Dentat Carn, ASHORE 
a. In Naval Hospitals—(Current and future programs, Cont’d) 
Taste IV—Anatysis or Costs sy Activiry—Cont’d 
U.S. Navau Hospitat, Bernespa, Mp. ; 
Estimated Average Patients—1,168; Estimated Average Beds—1,500. 
Per Annum Per Diem Estmarep 
Per Patient Per Beds Per Patient Per Bed Tora Cost 
PERSONAL SERVICES.............5-- $1,243.45 $968 .23 $3.40 $2.64 $1,452,351 
IM AENSZINANCD: 5 cc cance ccossnecees 411.60 320.49 Lg 0.88 480,742 
OpERATIONS 
Bubsistente. 25 deta aes 6e = sp-<ai-'> « 563.28 438.61 1.54 1.20 657,916 
Basic Operations...............- 700.61 545.54 1.91 1.49 818,315 
Total Operations.............. 1,263.89 984.15 3.45 2.69 1,476,231 
Tora REQUIREMENT.............. $2,918.94 $2,272.88 $7.97 $6.21 $3,409,324 


to the medical service of 
the Navy Department. 
These tables are based 
on the 1947-1948 budget. 
Table 1 isan example of the 
proposed budget presen- 
tation while Table 2 gives 
the supporting details. 
As the requirements of 
the Navy medical service 
actually appear in the 
budget, the items are clas- 
sified according to the 
things and services to be 
secured without clear indi- 
cation as to functional or- 
ganization in which they 
are to be utilized. An ap- 
propriation breakdown is 
given for personal services, 
transportation, communi- 
cation, rents and utility 
services, supplies and ma- 
terials, and equipment, as 
well as a complete listing 
of personal services by clas- 
sification and grade. Some 
space is allocated to a 
breakdown by projects 
such as “medical and den- 
tal care, ashore” and “medi- 
cal and dental supply sys- 
tem,” without any expla- 
nation of what they in- 
clude. The true amount for 
Naval medical care was 
actually higher than shown 
in the budget since other 
Navy appropriations in- 
cluded amounts for this 
function. The commission 
report points out that 
“little or no information 
appears in the present 
budget presentation to af- 
ford an understanding of 
the various programs of 
Navy medical service, or 
what that service is accom- 
plishing.” (See Table 3.) 
The performance budget 
example shown in Table 1 
presents a description of 
the nature of the work and 
the costs for the over-all 
operating program and 
principal subprograms of 
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the Navy medical service. 
Capital outlays would be 
shown separately under 
the capital outlay section 
of the Navy budget. 

According to the com- 
mission, this form of per- 
formance budgeting “would 
greatly facilitate subse- 
quent accounting and re- 
porting enabling actual 
progress and accomplish- 
ments to be shown. It 
would also assist in fixing 
administrative responsibil- 
ity for the work to be done, 
which is of prime impor- 
tance.” 

An example of the sup- 
porting data intended for 
the appropriations commit- 
tees is shown in Table 2, 
giving information on nav- 
al hospitals. 

A detailed explanation 
of the significance and 
scope of the work is in- 
cluded, followed by an ex- 
planation of the changes 
in the program from the 
preceding year. Various 
yardsticks are developed 
for evaluating the appro- 
priation request. The total 
program is broken down 
by type of cost. Wages and 
salaries, other personal 
services, and operations 
and maintenance costs are 
classified on a per bed and 
a per patient basis, show- 
ing both the annual and 
daily costs. The total pro- 
gram is further broken 
down by object. An exam- 
ple of the type of cost an- 
alysis that could be devel- 
oped is also given in Table 
2 where unit cost for the 
operation of each naval 
hospital is computed. 

Similar detailed infor- 
mation for other govern- 
mental functions would, 
of course, be provided un- 
der the Hoover Commis- 
sion program. B. M. 


Table 3: Present Form of Presentation in Federal Budget Document 


By Objects 


PERSONAL SERVICES, DEPARTMENTAL 


Total permanent, departmental.......... 
W. A. E. employment, departmental. ..... 
Overtime and holiday pay, departmental. . 
Night-work differential, departmental..... 

All personal services, departmental. . . 


PERSONAL SERVICES, FIELD 


Clerical, administrative, and fiscal service: 


Grade 12. Range $5,905 to $6,863: 


Motion-picture prod 


UICOE ee ec oe 


Grade 9. Range $4,150 to $4,902: 


Accountant..... 


Grade 8. 
Grade 7. 
Grade 6. 
Grade 5. 
Grade 4. 
Grade 8. 
Grade 2. 


Range $3,773 to $4,526....... 
Range $3,397 to $4,150....... 
Range $3,021 to $8,773....... 
Range $2,645 to $8,397....... 
Range $2,394 to $2,845....... 
Range $2,168 to $2,620....... 
Range $1,954 to $2,394....... 


Grade 1. Range $1,756 to $2,168....... 


Professional service: 


Grade 8. Range $9,975 to $10,000: 


Biophysicist. . . . 
Chemist........ 
Parasitologist. .. 
Pharmacologist. 
Physiologist... . 
Virologist....... 


Grade 7: Range $8,180 to $9,877: 


Psychologist... . 


Grade 6. Range $7,102 to $8,060: 


Physiologist, avi 


ation... Sesto ten 


Psychologist, aviation............... 


Bacteriologist. .. 
Biophysicist.... 
Chemist........ 
Civilian director, 


Psychologist, clinical 


, aural rehabilitation . 


ee eeee recor esese 


Electroencephalographer............ 
Epidemiologistsiy:ic). Sanrio oes 


Malariologist. . . 
Parasitologist. .. 
Pharmacologist. 
Physicist....... 
Physiologist... . 


Engineer, physiological.............. 


Psychologist... . 
Virologist....... 


Grade 5. Range $5,905 to $6,863: 


Bacteriologist. . . 
Chemist........ 


Chief, audio-visual unit............. 
Psychologist, clinical................ 
Engineer, electronics................ 


Entomologist. . . 
Parasitologist. . . 
Scientist, photo, 
Physiologist... . 
Statistician..... 
Editor, technical 
Virologist....... 


physical............ 


Grade 4. Range $4,902 to $5,905: 


Psychologist, acoustic............. 


Psychologist, clinical 


Engineer, electrical 
Histopathologist. .. 


Actual, 1946 


Av. Total 
Number Salary 


558.3 $1,121,978 


45.7 186,186 
50 182,500 
175 406,000 
401.2 842,520 
1,002 1,905,804 
794 1,352,976 
$3.5 50,451 


Obligations 


Estimate, 1947 


Total Total 
Number Salary 


43 151,446 
50 151,050 


196 542,920 
432 1,034,208 
995 2,231,785 
753 1,471,362 

30 60,600 


Prt et pt et pt et tet CO tt et et 
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Estimate, 1948 


Total 
Number 


Total 
Salary 


143,924 
486,360 
976,896 
1,703,730 
1,153,243 
47,200 


$9,988 
9,988 
9,988 
9,988 
9,988 
9,988 


9,329 


22,028 
29,364 
14,682 
7,222 
1,222 
7,305 
72,215 
1,222 
1,222 
7,222 
7,222 
7,222 
7,222 
14,443 
7,222 
28,886 
14,443 


6,024 
18,432 


July, 1949 


BUSINESS RECORD Q75 


The Fifty Largest Manufacturing Corporations 


he change has taken place in the 1948 listing 
of the fifty largest manufacturing corporations 
as compared with the 1946 ranking.1 Only three com- 
panies have been added to replace three companies 
dropped from the previous listing. 

The dropped companies include an airplane com- 
pany and a manufacturer of railway equipment. The 
added companies comprise a chemical firm, a lumber 
company and a manufacturer of business machines. 
The lumber company had previously appeared in the 
1945 listing, but the other two companies are new 
in the listing. 

While there exists an unusual stability in the iden- 
tity of the fifty largest manufacturers, the same can- 
not be said about the relative ranking within the 


1Excluding petroleum and copper companies. No ranking has been 
made for 1947. For the previous articles in this series, see “The 
Fifty Largest in 1946” and “The Fifty Largest Manufacturers” in 
The Business Record for April, 1948, and August, 1947, respectively. 


Table 1: Fifty Largest Manufacturing Corpora- 
tions, by Durable and Nondurable Groups 


Per Cent 
of Total 


Table 2: Total Assets of First and Fiftieth 
Companies 
Millions of Dollars 


Year fk in one Difference 
RR tot se wants pus. Sits 175.0 2,089.7 
1D ap ee ae Be ee ae Hea 175.4 2,007 .2 
Up Ltn. Te & Ge ylieensanet Byes 156.3 1,734.5 
RAR Eh ae a cit as 9 171.8 1,831.7 
Ne She 2 Fi aint Eire 209.1 2,740.9 


Table 3: Capital Structure of the Fifty Largest 
Manufacturing Corporations 


Invested 
Capital 


om’ of Invested 


Capital 


group. The same four companies headed the list in 
both years, with the company second in 1946 moving 
into the top position. Thereafter changes occur in 
the relative ranking of the remaining companies.t 

The company seventh in the 1946 ranking dropped 
to tenth place in 1948. The fiftieth company in 1946 
ranking jumped up to forty-fifth place in 1948. One 
of the companies dropped in 1948 was ranked as high 
as number thirty in 1946. 

The shifts in 1948 did not change the relative im- 
portance of durable and nondurable groups (the two 
durable goods companies were replaced by two others 
and one nondurable was replaced by another non- 
durable goods firm). Table 1 shows the change that 
has taken place since 1943 in the relative importance 
of the two groups in the list of the fifty largest. 

From 1943 to 1946, there had been a steady drop 
in the number of durable goods corporations among 
the fifty largest. However, this decline was arrested 
after 1946, as shown in Table 1. 

The expansion of total assets which has been a 
regular characteristic since 1945 was continued into 
1948. Not one of the companies failed to increase its 
dollar assets in 1948 over 1947. But over the whole 
period since 1943 a wavelike movement has occurred 
in the dollar assets of these companies. 

Table 3, which shows the assets of the largest and 
the smallest among the fifty companies, reveals a drop 
from, 1943 to 1945 and then a rise thereafter to new 
highs in 1948, 

Despite the fact that the assets of the smallest 
company in the list came to $209.1 million, the high- 
est on record, the spread between the smallest and 
largest amounted to $2,740.9 million, more than in 
any other year. In 1945, the spread was $1,734.5 
million, the smallest in any year covered. 

The asset figures reflect both the increase in the 
price level and the growth of the individual companies. 
Since consolidated reports are used, the total assets 
shown reflect the assets of many more companies than 
the fifty shown. Acquisitions of companies during 
1948 are of course reflected in the year-end figures 
for that year. 

If these companies were ranked on the basis of 
annual sales, the order of their listing would differ 
materially from that shown. While the first two would 
retain their position, most of the others would be 
shifted. Swift and Company would be shifted from 
fourteenth place to third place, and DuPont, which 


1The ranking of the fifth and sixth firms are uncertain because_of 
the lack of 1948 data for the Ford Motor Company. 
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is third on the basis of assets, would drop to eleventh 
place. 

Along with the expansion in total assets has gone 
an expansion of the net worth of the companies. Only 
one company failed to increase its net worth during 
1948. For the group as a whole, net worth rose by 
$1.7 billion. As a percentage of total assets, net worth 
came to 61.5% in 1948 in contrast with 59.2% in 1947. 

Invested capital (the sum of net worth and long- 
term debt) rose by $2.1 billion in 1948. These long- 


term funds comprised 74.7% of the assets in 1948 as 
against 72.0% in 1947. Conversely, that part of assets 
financed by short-term liabilities and miscellaneous 
long-term liabilities declined from 28.0% to 25.3% of 
the total in 1948. 

Income after taxes rose by $0.5 billion over 1947. 
This increase was shared by most of the companies 
in the listing—only five companies showed a drop in 
1948. As a percentage of sales, net income after taxes 
came to 6.7% in 1948 compared with 6.0% in 1947. 


TABLE 4: FIFTY LARGEST MANUFACTURING CORPORATIONS, ACCORDING TO ASSET SIZE, 19481 


Source: 


Annual Reports of the Companies 


Dollar Figures in Millions 


Total Assets 


Name of Company 
1948 


. General Motors Corp..........| 2,950.0 
» UES. Steel Com Pitangen ota: « 2,535.0 
. E. I. DuPont de Nemours & Co.| 1,189.3 
. General Electric Co........... 
. Bethlehem Steel Corp.......... 
BORA UMLOtOE' COs* ccctacin o/isinie's 
. Union Carbide & Carbon Corp. . 
. Westinghouse Electric Corp. ... 
. American Tobacco Co,........ 
. International Harvester Co.... 
. Western Electric Co........... 
Chrysler @orpinn kiss sete st » 
. R. J. Reynolds Tobacco Co.... 
POW O CO. cc. phe e cote aes. e 
. Aluminum Co. of America...... 
. Republic Steel Corp........... 
. Armour & Co, (Ill)... 0... < 
. Goodyear Tire & Rubber Co.... 
. Liggett & Myers Tobacco Co.. 
. Eastman Kodak Co,.....°.... 
. Jones & Laughlin Steel Corp... 
SUBS yRubberiWo Nees sera ox 
. Distillers Corp.-Seagrams, Ltd. 
. Firestone Tire & Rubber Co.... 


. International Paper Corp...... 
. National Dairy Products Corp. 
. Procter & Gamble Co.......... 
. Armco Steel Corp............ 
. Youngstown Sheet & Tube Co. . 
. Dow Chemical Co-4............ 
. Anland ‘Steel Co; s:.0..njurve nes © 


. Celanese Corp. of America..... 
. Allis-Chalmers Mfg. Co........ 
. Radio Corp. of America........ 
3 BordeniOo-. 5 cane siacen aia « 
. Internat’al Bus. Machines Corp. 
. Pittsburgh Plate Glass Co..... 
. American Viscose Corp........ 
. General Foods Corp........... 
. Continental Can Co........... 
47. National Distillers Prod. Corp. 
48. American Cyanamid Co........ 
49. Weyerhaeuser Timber Co...... 
50; Singer Mig. (Cove. . isinaliee coals 


we i i GO GO BO GO CO C0 GO CO GO CO WW WW W W WO WW LO LO tl a et a pe et et et pt 
ro) 
nA 
° 
=] 
S 
= 
nm 
o 
o 
& 
Qa 
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Note: Net worth is sum of capital stock (less 
and surplus. Invested capital is 
long-term government advances). 


Net Worth 


15,368 .0 | 18,647.6 | 18,671.9 | 16,588.38 |36,786.3 | 32,054.8 


stock), minority interest, 
sum of net worth and long-term debt (including 


Invested Capital Sales Income Before Taxes 


3Petroleum and co; industries excluded. 
2Formerly Schenley Distillers ion. 
‘Formerly American Rolling Mill pany. 


-_ 
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4,178.6 | 3,290.2 | 1,731.3 
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Dividends paid, both common and preferred, came 
to $1.1 billion in 1948, an increase of $0.2 billion 
over the previous year. But since dividends did not 
rise as rapidly as income after taxes, the percentage 
of income paid in dividends dropped to 46.4% in 1948 
from 50.5% in 1947. These last two percentages com- 
pare with 39.6% in 1948 and 38.1% in 1947 for all 


corporations. 


Employees totaled 2,562,000 in 1948 for the forty- 


one companies reporting such data. 


It is not pos- 


sible to compare this total with the 1947 figure be- 
cause the data are not available for the same com- 
panies in both years. 

Employment costs, including Social Security taxes, 
came to $8.0 billion in 1948 for the thirty-one com- 
panies reporting. This comes to about 27% of total 
sales for the same companies in that year. 


Frank Gaston 


Division of Business Economics 


TABLE 4: FIFTY LARGEST MANUFACTURING CORPORATIONS,! ACCORDING TO ASSET SIZE, 1948—Continued 
Annual Reports of the Companies 
Dollar Figures in Millions 


Source: 


| Sai Income After Taxes Dividends Paid Number of Stockholders | Number of Employees Employment Costs 
ncome ———— 
axes Name of Company 
1948 1947 1948 1947 1948 1947 1948 1947 1948 1947 
1947 
266.0 440.4 288.0 210.8 145.1 433,945 | 436,510 | 380,329 | 375,689 | 1,283.9 | 1,155.4 1. General Motors Corp. 
91.0 129.6 127.1 17.4 70.9 | 228,006 | 228,467 | 296,785 | 286,316 | 1,035.7 903.6 2. U. S. Steel Corp. 
64.4 157.4 120.0 119.8 99.1 94,901 91,201 76,572 75,100 293.8 261.9 3. E. I. DuPont de Nemours & Co. 
64.8 123.8 95.3 51.4 46.1 | 249,311 | 249,351 196,034 | 185,696 681.5 559.8 4, General Electric Co. 
$1.0 90.3 61.1 28.0 24.4 85,501 78,687 | 144,670 | 132,557 506.1 428.0 5. Bethlehem Steel Corp. 
n.d. n.a. n.d. n.d. n.d. n.d. n.d. n.a. | 131,973 n.a. n.a 6. Ford Motor Co. 
46.5 102.3 15.7 52.7 37.7 | ~ 84,205 75,933 n.a. 46,500 n.a n.a 7. Union Carbide & Carbon Corp. 
30.5 52.7 48.8 18.4 18.4 72,542 71,435 | 105,812 | 102,065 382.0 342.5 8. Westinghouse Electric Corp. 
20.8 43.9 33.8 23.3 20.9 72,273 71,885 19,300 15,702a n.a n.a 9. American Tobacco Co. 
26.0 55.7 48.5 27.2 26.9 47,710 42,000 94,641 85,409 $17.16 270.9 | 10. International Harvester Co. 
85.9 50.8 32.3 36.0 27.0 n.d. n.a. | 103,770 | 182,927 437.3 436.6 | 11. Western Electric Co. 
61.3 89.2 67.2 34.8 25.0 63,090 58,105 87,000 85,577 289.1 259.1 | 12. Chrysler Corp. 
24.6 34.6 $2.1 22.0 21.8 |. 73,437 70,024 17,196 16,495 na n.a. | 18. R. J. Reynolds Tobacco Co. 
19.3 27.9 22.3 15.4 12.4 64,000 64,300 73,000 73,000 244.9 234.6 | 14. Swift & Co. 
20.2 39.9 30.0 12.3 12.3 n.d. 13,662 n.a. n.a. n.a 159.4 | 15. Aluminum Co. of America 
23.3 46. 4 31.0 22.2 13.0 n.d. n.d. 70,000 n.d. n.d 219.7 | 16. Republic Steel Corp. 
18.6 -2.0 22.9 6.7 17.8 n.d. 39,000 n.d. 77,000 208.8 201.1 | 17. Armour & Co. (IIl.) 
17.7 24.1 25.5 11.2 11.2 45,700 44,340 72,039 73,180 204.0 205.4 | 18. Goodyear Tire & Rubber Co. 
14.1 29.3 22.9 aly pnt 15.6 27,900 28,300 10,000 10,400 n.a n.a. | 19. Liggett & Myers Tobacco Co. 
24.0 55.5 43 .2 20.2 20.2 52,045 47,268 66,500 64,200 194.2 171.6 | 20. Eastman Kodak Co. 
13.4 31.2 19.2 6.8 6.4 24,633 24,674 43,474 41,583 151.3 186.1 | 21. Jones & Laughlin Steel Corp. 
13.7c 20.1 21.8 12.3 12.3 26,121 25,500 64,208 66,765 202.5 208.6 | 22. U. S. Rubber Co. 
32.4 54.7 43.1 5.3 5.6 n.d. 8,800 n.d. 13,000 n.a n.a. | 28. Distillers Corp.—Seagrams Ltd. 
17.8 27.7 27.0 8.5 8.5 n.d. n.a. 76,200 n.d. n.a n.a. | 24, Firestone Tire & Rubber Co. 
26.9 29.5 26.8 7.2 7.2 11,459 11,383 13,080 14,194 46.0 49.9 | 25. Schenley Industries, Inc? 
22.4 31.8 30.3 19.9 19.9 n.d. n.d. n.d. n.d. 95.1 89.1 | 26. Allied Chemical & Dye Corp. 
19.3 40.1 26.8 11.2 8.9 n.d. n.d. 28,299 26,728 107.0 $0.1 | 27. Nationa] Steel Corp. 
34.6 60.5 54.4 18.7 15.2 23,528 22,344 33,006 31,025 105.8 86.4 | 28. International Paper Corp. 
15.0 25.4 23.2 11.8 11.3 67,656d| 67,256d| 44,702 44,785 152.6 141.4 | 29. National Dairy Products Corp. 
29.7 42.4 32.9 25.8 22.6 n.a. n.a. 11,250 n.d. n.a n.a. | 30. Procter & Gamble Co. 
16.5 32.0 25.0 8.7 7.4 44,581 43,275 30,617 28,982 107.4 94.3 | 31. Armco Steel Corp.? 
16.6 85.7 22.3 8.4 8.4 12,243d| 12,390d| 26,659 25,813 99.8 81.3 | 32. Youngstown Sheet & Tube Co. 
12.4 22.1 21.1 5.7 7.5 n.d. 18,669 n.d. 14,564 n.a 53.0 | 33. Dow Chemical Co.4 
18.5 38.6 22.6 14.7 12.2 13,000 11,000 93,594 22,110 91.4 77.0 | 34. Inland Steel Co. 
18.6 22.9 19.3 12.8 10.3 32,254 33,215 31,184 30,028 n.a n.a. | 35. American Can Co. 
19.8 23.7 93.2 9.3 8.6 24,157 24,386 42,000 43,347 n.a n.a. | 36. B. F. Goodrich Co. 
15.3 Ban f 13.9 10.4 8.2 19,300 17,800 25,439 21,592 83.1 63.1 | 37. Deere & Co. 
15.9 $9.5 24.2 15.2 10.2 33,987 $1,225 23,300 22,820 na. 62.5 | 88. Celanese Corp. of America 
S27 15.4 5.4 5.2 5.2 29,162 29,370 33,663 31,667 105.9 84.6 | 39. Allis-Chalmers Mfg. Co. 
10.5 24.0 18.8 10.1 7.3 | 206,193 | 213,249 41,791 40,321 123.5 108.0 | 40. Radio Corp. of America 
12.2 19.2 19.8 10.9 10.8 51,788 50,445 n.d. 32,399 106.1 101.2 | 41. Borden Co. 
16.0 28.1 23.6 10.0 8.6 15,220 13,574 25,045 21,233 n.a n.a. | 42. Internat’al Bus. Machines Corp. 
25.0 29.9 27.8 15.7 15.2 13,485 12,960 26,230 24,319 87.4 74.8 | 48. Pittsburgh Plate Glass Co. 
16.3 29.1 19.5 9.9 7.3 17,227 17,771 22,300 21,800 76.5 65.3 | 44. American Viscose Corp. 
10.2 24.6 18.3 12.0 Thal f 66,640d| 68,300 17,950 15,437 64.0 54.8 | 45. General Foods Corp. 
7.8 14.8 12.8 5.3 4.4 $3,030 33,810 24,811 25,000 86.1 76.9 | 46. Continental Can Co. 
21.2 26.9 36.4 16.0 16.0 36,258 31,889 8,500 7,500 n.d n.a. | 47. National Distillers Prod. Corp. 
5.6 11.9 9.2 5.8 5.2 n.d. n.d. 20,000 n.d. n.a n.a. | 48. American Cyanamid Co. 
13.6 26.0 17.9 9.1 9.0 n.d. n.d. n.d. 7.080 n.d n.a. | 49. Weyerhaeuser Timber Co. 
n.d. 15.2 13.7 14.4 10.8 n.d. n.d. 11,000 n.d. n.d. n.a. | 50. Singer Mfg. Co. 
1385.9 | 2,462.5 | 1,918.0 | 1,148.5 968.0 |2,496,488 12,583,753 '2,561,950 '2.648,878 | 7,969.9 | 7,608.0 Total 


41948 data only ten months to March, 1949. 


aCompany employees only. 
bExcludes fentivs officers. 


cIncludes keeclen income tax, 


dCommon stoc! 


olders only. 
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Business Highlights 


HE Federal Reserve Board ushered in the final 
half of this year by announcing that the policy 
of the Open Market Committee will now be to in- 
crease “the supply of funds available in the market 
to meet the needs of commerce, business and agricul- 
ture.” In other words, the committee will no longer 
restrain price movements of government obligations 
by selling from holdings in Federal Reserve banks. 
This announcement touched off trading in govern- 
ment obligations unequaled since Christmas Eve, 
1947, when the Federal Reserve lowered pegs on gov- 
ernments. The net result is that these obligations 
scored the widest gains since the war. Trading in 
equities was also stimulated. 


WEIGH EFFECT OF ACTION 


The timing of the announcement coincides with the 
start of a new fiscal year in which the government 
may be obliged to undertake considerable deficit fi- 
nancing. But the official interpretation of the Federal 
Reserve action is to increase the availability of credit 
for business. 

There is considerable doubt whether this action will 
provide the stimulus to credit expansion. Instead, it 
is more probable that expansion will start after in- 
dustry has gone through readjustment. 

Downward readjustment characterizes the business 
scene at midyear. In the soft goods industries it is 
well along the way. Hard goods held up longer, but are 
now moving through this period at an accelerating 
rate. Steel production slowed up in June and the 
operating rate for July should be sharply lower even 
after allowing for seasonal factors such as holidays. 

Manufacturers are drawing down inventories, al- 
though some allowance must be made for declining 
prices. Soft goods industries, further along with in- 
ventory reductions, have lopped off almost a billion 
dollars since the turn of the year. Heavy goods in- 
dustries did not start making any inroads on stocks 
until the beginning of the second quarter. But in 
May alone the cut was more than half a billion 
dollars. 

Prices of raw industrial materials, especially non- 
ferrous metals, held up better during June. Copper, 
zinc and lead prices recently moved upward. Con- 
sumer prices, as reported by THe ConrerENcE Boarp, 
remained unchanged. 

As to employment, agriculture is providing more 
jobs than last year, and nonfarm employment moved 
upward in June, providing the first sizable gain 


(partly seasonal) since last February. The decline in 
average weekly earnings was arrested during May 
and both the durable and nondurable goods averages 
of weekly earnings made moderate recoveries. 

Retail sales continue to hold remarkably close to a 
year earlier, according to Commerce Department 
estimates. But adjusted sales of department stores 
in June dropped about 3% below May and were 
nearly 8% below a year earlier. 

Construction continues at a surprising rate. Value 
of work put in place is running ahead of last year, be- 
cause of the unexpectedly heavy volume of public 
construction. The work being done by the privately 
owned utility companies is also greater than expected 
earlier this year. On the private side, sizable gains 
are shown in recreational buildings, private schools, 
hospitals and other institutions. On the other hand, 
residential building is lagging, although there has 
been a noticeable pickup in the past two months. 
Industrial and commercial building is also running 
behind last year. 

Automobile production was more than half a mil- 
lion units greater than last year in the six months 
ended June, and output during June set a twenty- 
year record. 


HISTORY IN THREE PARTS 


Some observers regard the most recent action by 
the Federal Reserve Open Market Committee (that 
its policies will be guided to meet the needs of com- 
merce, business and agriculture) as reassuring evi- 
dence that the Federal Reserve recognizes its responsi- 


Indexes of Value of Manufacturers’ Inventories, 
Sales and New Orders 


Source: Department of Commerce 
Average month, 1939=100 
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bility to restore business confidence and to expand 
business credit. Banks, it is reasoned, will be under 
greater pressure to expand loans in order to find 
sources of income for idle funds as rising bond prices 
mean lower yields. 

Other observers doubt whether the action by the 
Open Market Committee will induce banks to relax 
credit standards or whether the Federal Reserve’s 
action will have any appreciable effect on restoring 
confidence in the outlook and hasten business recovery. 

It is too early, of course, to know what the actual 
results will be, but examination of events before and 
after the board’s action can provide perspective ne- 
cessary for a clearer understanding of the situation. 
There have been three periods which for purposes 
of identification are defined here as (1) expansion— 
June-December, 1948; (2) transition—January-Feb- 
ruary, 1949; (3) contraction—March-June, 1949. (See 
Table 1.) 


Expansion—This period is sometimes labeled “the 
battle of the pegs” since the prime purpose of the 
Federal Reserve was to support prices of long-term 
governments. 

Demand for business credit was expanding so that 
commercial banks sold governments and increased 
business loans. Holdings of governments by the 
weekly reporting Federal Reserve member banks in 
leading cities dropped almost $2 billion, but busi- 
ness loans increased about $1.25 billion. (See Table 1.) 

In order to hold yields of long-term governments 
just below the 244% rate (that is, to sustain prices 
slightly above par) the Federal Reserve bought gov- 
ernments in volume. Holdings of government obli- 
gations by the Federal Reserve banks increased about 
$2 billion. A hardening of short-term rates was per- 
mitted, in fact even invited, by reducing Federal Re- 
serve holdings of Treasury bills. Reserve require- 
ments of the member banks, however, were increased 
twice—in June and again in September—in order 
to offset the “inflationary” effect of purchases of gov- 
ernment obligations by the Federal Reserve banks 
(see Table 2). 

The Federal Reserve index of industrial production 
rose to its postwar peak of 195 (1935-1939=—100, 
seasonally adjusted) during this period. 


Transition—The second period of about two months’ 
duration (January-February, 1949) was one of rela- 
tive inaction. “Inflation” lost steam and “deflation” 
began slowly to take over. Holdings of government 
obligations by the Federal Reserve banks declined 
moderately; so did yields on all types of governments. 
The Federal Reserve index slipped three points during 
the two months but by February was still only six 
points below the October-November, 1948, highs. 


Contraction (March-June, 1949)—In this period, 
the general business situation began to deteriorate at 


a faster pace. The Federal Reserve index dropped ten 
points from March through May as heavy industry 
began to feel the impact of readjustment. Business 
loans declined more steeply, and member banks, sav- 
ings banks and other nonbank investors bought gov- 
ernments in volume. The Federal Reserve managed 
to hold yields on long terms steady by selling, but 
yields on intermediate and short-term issues declined 
despite reductions in holdings of Treasury bills by 
the Federal Reserve banks. (See Table 1.) 

Six times during the March-June period, the Federal 
Reserve took steps to counteract the “deflationary” 
trend. Early in March and again in April, controls 
were relaxed on consumer instalment credit. Margin 
requirements on stocks were reduced at the end of 
March. Reserve requirements of member banks were 
lowered at the end of April. This action released 
about $1.2 billion of bank reserves and since that 
time leading city member banks added about $1 
billion to their holdings of governments. Margin re- 
quirements for the purchase of securities by means of 
subscription rights were cut in May. Additional re- 
serve requirements of member banks under the special 
authorization granted the Federal Reserve Board last 
summer expired on June 30, 1949. This released an- 
other $800 million of reserves of the smaller member 
banks. (See Table 3.) 


BOND YIELDS DECLINE 


Announcement of the new Federal Reserve policy 
touched off heavy trading in government obligations 
and boosted prices, particularly those issues eligible 
for investment by the commercial banks. The Treas- 
ury 244s (1972-67) closed on July 1 at 104-29/32nd 
bid, or on a yield to maturity basis of 2.22%. In con- 
trast, the Victory 244s (1972-67), which are ineligible 
for investment by commercial banks, closed at 
101-30/32nd bid to yield 2.38%. 

The rising bond market and the resultant cut in 
yields pave the way for the government to under- 
take deficit financing at lower interest rates. The 
federal cash deficit for the last half of the 1949 
fiscal year is estimated at $900 million (annual rates, 
seasonally adjusted). During the full year, the gov- 
ernment paid out about $40 billion, or fully 10% 
more than a year earlier. At the same time, cash re- 
ceipts dropped to about $42 billion, or about 7%. 

A cash deficit for the current fiscal year which be- 
gan July 1 is in prospect because there will be vet- 
erans’ insurance refunds in addition to the high level 
of expenditures shown in the President’s budget. 
There is also the question whether payments from 
the unemployment trust fund will not exceed receipts 
if unemployment continues the current uptrend. 
Lower cash receipts are almost a foregone conclusion. 

The decline in department store trade gives only 
a partial picture of trends in total retail trade. The 
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Department of Commerce’s index of retail sales (ad- 
justed) continues close to its December, 1948, high 
of 343.2 (1935-1939=100). Sales in May were only 
about 3% below the peak. The unadjusted dollar 
volume figures for the first five months approximated 
$50.8 billion, or only $73 million below the same 1948 
period. On a per capita basis, these sales are down 
roughly about $1 a month on the average from last 
year. 

During May, however, sales dropped about $312 
million below April to $10.8 billion, as Easter occurred 
in the earlier month. Sales of apparel stores slipped 
$170 million; general merchandise stores experienced 
a drop of $90 million and the “other retail” group fell 
$40 million primarily because of the Easter factor. 

The retail food group, which includes grocery and 
combination as well as other food stores, suffered a 
drop of $120 million in May sales. Consumption of 
meat slackens during the Lenten season, but after 
Easter there is a definite tendency for consumption of 
meat and other food products to rise. Thus food 
sales bulge immediately after Easter and then taper 
off. 

The Commerce Department recognizes this factor 
to some extent in its seasonally adjusted index of 
food sales. Between April and May, this index fell 
less than 1% as compared with a decline of about 
5% in the unadjusted dollar volume figures. Food 
sales on a tonnage basis have held very close to last 
year, so that most of the decline in dollar volume 
is attributed to lower prices. 

The Ford strike in May interrupted the expansion 
of automotive sales characterizing preceding months. 
But sales of the building materials and hardware 
group of stores and the housefurnishings group in- 
creased 4.8% and 3.3% respectively. 


Table 1: Loans, Yields and Holdings of 
Government Obligations, 1948-1949 
Source: Federal Reserve Board 


Holdings of Govern- 


ment Obligations! Bond Yields* 


Week! 
Month Federal rl 
Bitantea Ropers 7to9 


15 Years 


ember Years and Over 


Ba Banks pd 
(Billions of Dollars) (% Per Annum) 
1948 
June..... 21.4 34.7 1.89 2.41 14.3 192 
September] 23.3 32.6 2.04 2.45 15.2 192 
December| 23.3 33.0 1.94 2.44 15.6 192 
1949 
January 22.0 33.4 1.88 2.42 15.4 191 
February 22.4 $2.8 1.83 2.39 16.2 189 
March. 21.8 31.8 1.80 2.38 14.9 184 
April..... 21.2 33.0 1.77 2.38 14.2 179 
ee 19.7 34.2 1.72 2.38 18.6 174p 
June..... 19.5 34.1 1.66 2.38 18.2 17le 


1As of last Wednesday in the month. 
2U. S. Government (taxable), 
industrial and agricultural loans. 


*Commercial, 
eNational = ustrial Conference Board estimate. 
pPreliminary 


Automobile output reached a twenty-year high in 
June so there is every indication that automotive 
sales resumed the advance interrupted in May. The 
pickup in housing starts suggests a continued rise in 
sales of building materials and hardware. The out- 
look for demand of building materials is enhanced 
by alterations of apartment buildings and additions 
to existing smaller dwellings to create additional 
dwelling units. The number of units to be obtained 
from these conversions was 23% ahead of a year 
earlier in the five months through May, according 
to the F. W. Dodge Corporation. 

Although retail sales are holding up well, there is 
little evidence of retailers replenishing inventories. 
At the end of May, outstanding orders of 296 of the 
larger department stores located in various cities 
throughout the country had dropped to $210 million, 
or 11% below the preceding month and nearly 38% 
below a year earlier. (See Table 4.) 


Table 2: 


Member Bank Reserve Requirements 
Source: Federal Reserve Board 
Percentage of Deposits 


Period in Effect 


June 21, 1917—Aug. 15, 1986..... 
Aug. 16, 1936—-Feb. 28, 1987...... 
March 1, 1937—April 30, 1987... . 
May 1, 1937-April 15, 1938...... 
April 16, 1938—Oct. 31, 1941..... 
Nov. 1, 1941—Aug. 19, 1942...... 
Aug. 20, 1942-Sept. 13, 1942... .. 
Sept. 14, 1942-Oct. 2, 1942....... 
Oct. 3, 1942—-Feb. 26, 1948....... 
Feb. 27, 1948-June 10, 1948...... 
June 11, 1948-Sept. 15-23, 1948. . 

Sept. 16-24, 1948—April 30-May 4, 

194 


AK 


RN 


May 1-5, 1949-June 30, 19497. . 
July 1, 1949 and after........... 


1Demand ore subject to reserve requirements. 

2C) effective Sept. 16 and May 1 at country banks; Sept. 24 and May 5 
at other classes. 

3Changes effective June 30 for reserve city banks and July 1 for other classes. 


AVWI ARAAAAAARAMS 


Wholesale sales also reflect the reluctance on the 
part of retailers and manufacturers to rebuild in- 
ventories. Sales fell 7% below a year earlier for the 
first five months of this year. Sales of dry goods 
were down 21%. Other sizable declines for the same 
period were wholesale industrial chemicals—19%; 
meat and meat products—17%; jewelry—15%; cloth- 
ing, dairy and poultry, plumbing and heating sup- 
plies, and hardware—13%. 


MANUFACTURERS’ SALES OFF 


Manufacturers’ sales were slightly ahead of a year 
ago through the first quarter of this year but began 
to slip noticeably in the second quarter. By far the 
sharpest declines were reported by the metal pro- 
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ducers, and this applies to iron and steel as well as 
nonferrous industries. But fabricators, especially in 
the machinery and automobile groups, managed to 
sustain volumes at April levels. 

Manufacturers’ inventories were cut more sharply 
in May than in April, and price changes as well as 
reductions in physical volume were responsible for 
the drop. During May, the book value of inventories 
(seasonally adjusted) was cut about $550 million 
as compared with a drop of about $300 million a 
month earlier, according to estimates of the Depart- 
ment of Commerce. At $30.7 billion (unadjusted) , 
inventories are down less than $1.5 billion from the 
high point of February. 


Table 3: Actions Taken by Federal Reserve Board, 
March-June, 1949 


Action Date 


Consumer instalment credit controls relaxed......... March 7 
Stock market margin requirements reduced.......... March 30 


Consumer instalment credit controls relaxed......... April 16 
Member bank reserve requirements lowered.......... April 27 
Margin requirements reduced for purchases of securi- 

ties under subscription rights...........-......... May 11 
Member bank reserve requirements lowered. Lien sine June 29 


The wholesale price index of all commodities in 
May declined a bit more than one point. But metal 
and metal products fell 3.4 points and building ma- 
terials about 2.5 points. Considering these examples 
as representative of the whole, it becomes more un- 
derstandable why price changes were important in 
reducing inventory book values. 

Of the $550 million seasonally adjusted decline in 
inventories, about 80% occurred in the durable goods 
group. Book values were reduced by each of the 
so-called heavy industries, with the largest decline 
(7%), in the iron and steel group. As a result of 
these declines, durable goods inventories dropped 
about $450 million. 

Inventories of the nondurable goods group de- 
clined $200 million to about $16 billion, or 1.8% be- 
low a month earlier. But after seasonal adjustment, 
the Commerce Department figure is deflated to less 
than $100 million. 

The decline in new orders is not yet checked. The 
index of new orders has dropped from 265 (average 
month 1939=100) in September of last year to 196 
by April, or 26%.1 Some of the decline in the value 
of new orders reflects lower prices and elimination of 
premiums in an ever-broadening group of industries. 

Among durable goods industries, contractions were 
marked in iron and steel and nonferrous metals. 
Lumber and other building materials, on the other 
hand, showed only slight declines, a factor easily 


1The index does not include coal products, printing and publishing, 
transportation equipment, and automobiles and equipment. 


Table 4: Sales, Stocks and Outstanding Orders 
at 296 Department Stores 
Source: Federal Reserve Board 
Millions of Dollars 


7 1 

Period Seber aire 

1948 
January........ 629 
February cies. « sseuvaelee 573 
March? ti 28.62. eae. 419 
April 356 
Mays: schiticsr ovis hou 338 
UNE: ere acieam reales 462 
Julyse Behr s wets opie ukotirs 551 
August. . 545 
September 539 
Octobers ttre) 2. Bee 507 
November 24.58. 5:. 60d. 379 
Decembers ib ce. cee Ne 292 

1949 
January......... 388 
February 378 
March ®: |, Wisc bce sta 310 
April. 236 
CS gi ee een SENG SES 210 

1End of month, 
pPreliminary. 


understandable in light of the unexpectedly high vol- 
ume of building activity. 


PRICES SHOW FIRMNESS 


Prices of industrial raw materials show signs of 
firmness in contrast with a month ago. This is evi- 
dent in burlap, copper, wool tops and lead. 

The BLS wholesale price index of raw materials 
on July 7 was at 207.4 (August, 1939=100), a slight 
increase from a week earlier but a drop of about six 
points from about a month earlier. Among items 
affected were cotton, hides, print cloth, rubber, shel- 
lac, steers and zinc. 

Between late May and the end of June, the index 
fell more than eighteen points, primarily because of 
a sharp dip in prices of steel scrap and a precipitous 
drop in the price of flaxseed. 

Since August 5, 1948, the price of flaxseed has held 
at $6 a bushel because of price supports. The govern- 
ment pulled out the peg about May 28, and the price 
dropped 40% almost immediately to $3.60 a bushel, 
or about 14 cents below the new support price at the 
farm. 

The recent downtrend in steel production, which is 
more pronounced in the Pittsburgh area than in 
Chicago or in Buffalo, has strengthened an already 
satisfactory steel scrap situation so that major mills 
are not in any hurry to purchase scrap. As a result, 
scrap prices, which held at $22 a ton (Philadelphia) 
from late April through late May, declined $5 a ton, 
or 22% by early July. In Chicago, however, where 
the operating rate has held up better, the scrap mar- 
ket has not been so soft and prices declined only 17%. 

The stiffening in the prices of lead and copper is 
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readily understandable. Users have been working 
off inventories so that it has been necessary to re- 
enter the market. Rising demand for zinc pushed 
the price up half a cent to 9.5 cents on July 18. 

An appropriation by Congress of some $525 million, 
plus another $250 million in contract authority for 
stock-piling purposes, adds another supporting factor 
to metal prices.? 

Prices of meats and livestock have been trending 


1Price of copper by custom smelters advanced 1 cent to 17 cents 
a pound on July 6. 


upward in accordance with seasonal patterns. The 
Department of Agriculture recently estimated the 
1949 spring pig crop at 59 million head and the fall 
pig crop at 37 million. These are increases of roughly 
15% and 10%, respectively, over the 1948 crops. 
On the other hand, the severe drought in the north- 
east has played havoc with truck crops so that some 
rise in prices of fresh vegetables appears likely. 


Wuu1am B. Harper 
Division of Business Economics 


Trends in Consumers’ Prices 


ONSUMERS’ prices rose slightly in May, ac- 

cording to THe ConrereNnce Boarp’s index. Al- 
though all the major budget groups except sundries 
declined, the annual adjustment in this component 
for the price of automobiles was sufficient to cause 
an increase of 0.1% in the all-items index. On May 
15, the index stood at 161.5, as compared with 161.3 
in mid-April. 


FOOD PRICES DOWN 

After rising slightly in mid-April, food prices in 
May continued their downward trend. The food in- 
dex now stands at 208.2, a decline of 5.2% from its 
level a year ago. Lower prices were reported on 
May 15 for all meats and fish, except round steak, 
roast beef, pork chops and lamb; for all dairy prod- 
ucts except eggs; and for bananas, green beans, spin- 
ach, lettuce and macaroni. Increases were reported 
for oranges, apples, eggs, sweet potatoes, cabbage, 
onions and sugar. 


ONLY SUNDRIES RISE 


Although slight cuts have been noted in the past 
few months in the price of new automobiles, the 
increases over the year were sufficient to cause a 
sharp rise in the sundries index. Medical care and 
haircuts also showed a slight rise in May. These in- 
creases were slightly offset by lower prices for soap 
and cigarettes. 


PRICES FALL 


For the eighth consecutive month, clothing prices 
showed a drop in mid-May. Declining 0.7%, the 
index is now 5.3% below its level of a year ago. From 
April to May, declines were reported for women’s 
coats, rayon slips and nightgowns, and for men’s un- 
derwear and pajamas. 


No Change in June 


Preliminary data indicate that consumers’ 
prices for June 15 remained at the same level 
as a month ago. Tur ConrereNnce Boarp’s index 
remained at 161.5. Estimates for the month 
are: food up 0.3%; fuels 0.4%; sundries 0.1%; 
clothing down 1.8%; housefurnishings down 
0.5%. These data are based on complete reports 
for selected cities. 


Fuel prices continued to drop this month, with 
all types of home heating fuel showing declines. Gas 
and electric bills were slightly higher on the average 
over a month ago. Housefurnishings prices also de- 
clined this month. Furniture and refrigerator prices 
were generally lower than a month ago. 

The purchasing power of the consumer dollar stood 
at 61.9 cents (January, 1939, as 100 cents). This 
represents an increase in value of 1.0% over May, 
1948, and an increase of 3.0% over its all-time low 
in August-September, 1948. 


NEW EXPENDITURE SURVEY 


In order to meet the major criticism of the con- 
sumers’ price index, the Bureau of Labor Statistics 
has asked for an appropriation to conduct expendi- 
ture surveys in the next four years. According to 
estimates, the material necessary for revision of the 
basic weights of the index will become available in 
late 1950 or early 1951, although it is not expected 
that the entire survey will be completed until the end 
of 1952. 


Sumiry Fass 
Statistical Division 


Selected Business Indicators 


(Annual statistics appear in ‘““The Economic Almanac 1949,” pages 36, 37) 


1949 1948 Percentage Change 
Item Unit April, May, 5 Months, 
May April March February May erp ae ; Moths, 
1949 1949 1949 
Industrial Production 
peotel (FRB) S)inee.ceee eae «<<. 1935-39 =100 || p 174 179 184 189 192 2.8 9.4 —4.3 
Manufacturing (FRB) (S)........ 1935-39 =100 || p 179 |r 185 193 196 197 3.2 -9.1 —4.3 
Durable goods (FRB) (S)....... 1935-89=100 ||p 201 @13 223 226 221 -5.6 -9.0 2.9 
Sieelan.. eee eek 000 net tons p 7,590 7,785 8,388 7,481 7,581 2.5 +0.1 +10.0 
Pg TEON, cate ee tee ine srabacts so. 000 net tons 5,517 5,531 5,820 5,223 5,077 0.3 +8.7 +16.4 
Copper (refined). ............- net tons 98,139 |r 93,873 88,165 80,275 104,524 +4.5 -6.1 14.9 
Rend: (refined). 21. etets «ass so net tons 51,605 50,150 53,947 44,751 50,626 +2.9 +1.9 +2.6 
ABOU GAD) el soe Nese a ais <5. net tons 77,587 |r '75,921 78,121 69,193 73,885 +2.1 44.9 +4.5 
Glass containers.............. 000 gross 7,602 7,035 |r 7,288 |r 6,501 8,820 +8.1 -13.8 -15.1 
Enrhernde rere < cesses ne. million bd. ft. na. 2,604 2,656 2,049 2,977 2.06 -12.5¢ —14.8d 
Machine tools'............... 1945-47 =100 72.8 \r 74.7 75.8 10.3 82.6 2.5 -11.9 -11.7 
Machinery (FRB)............ 1935-39=100 || p 230 | r 240 252 262 273 —4.2 -15.8 -10.6 
Transportation equip. (FRB). .|| 1985-39 =100 || p 221 238 240 | r 241 218 7.1 +1.4 +1.1 
Automobiles, factory sales... .|] units 394,703 436,392 402,402 324,547 225,461 -9.6 +75.1 +28.7 
Nondurable goods (FRB) (S)...|| 1935-89=100 |p 161 |r 162 168 173 178 0.6 -9.6 5.7 
Molton seen ss asccercleceul bales 580,078 597,031 720,892 640,182 785,516 -2.8 26.2 22.4 
MOGI Ta cree eete ccs save o's setae million pounds n.a. 35.5 |r 44.5 43.9 66. 4a) —20.2b —-46.5¢ -31.0d 
BAW OR VATTIA it) ccs) </atataletstelaterers million pounds||p 651.3 |r 47.8 57.8 63.5 68.6 +7.3 25.2 -13.3 
Food prod., mfd. (FRB) (S).. .|| 1985-39 =100 || p 164 163 |r 162 162 159 +0.6 +3.1 +2.4 
Chemicals (FRB) (S)......... 1935-39 =100 || p 234 |r 237 246 250 249 -1.3 -6.0 2.5 
Newsprint, North American. ..|| short tons 519,453 517,907 534,100 475,548 496,621 +0.3 +4.6 +7.3 
Papen crete «cae ser een een %ofcapacity ||p 82.6 |r 85.1 |r 89.1 92.8 100.5 2.9 -17.8 -11.5 
PAPETDOBYG: cicc\scce wae oe tk % of capacity 718 79 79 85 100 -1.3 22.0 -18.7 
Boots and shoes.............. thous. of pairs n.a. 37,584 |r 44,818 37,089 39,412a -16.1b —4.6c¢ -5.4d 
Cigarettes (small)?,........... millions 30,893 | r 27,307 31,448 25,024 29,092 +13.1 +6.2 +1.4 
Mining (FRB) (S)............... 1935-89=100 |p 146|r 148 136 |r 149 162 -1.4 -9.9 4.3 
Bituminous coal.............. 000 net tons || p 47,470 |r 46,417 |r 33,096 45,342 56,583 42.3 -16.1 -5.6. 
PRHULNIACIEG. 298 5 1 MU Meco) csaionoxas 000 net tons 4,403 3,722 2,373 2,927 4,867 +18.3 -9.5 —28.0 
Crude petroleum?,............ 000 barrels n.a. 5,012 5,224 5,376 5,484 -4.1b -8.6¢ -2.4d 
Electric powert................-.- million kwh 5,246 5,336 5,475 5,665 5,076 -1.7 +3.3 +5.9 
RCOHEtTUCLION®. ..... «ss acldicie eae we ee 000 dollars 880,344 842,586 747,619 568,467 970,789 +4.5 -9.3 -8.1 
Heavy engineering—Public®........ 000 dollars 86,938 78,918 79,894 47,295 72,042 +10.2 +20.7 +14.8 
Heavy engineering—Private®....... 000 dollars 65,990 68,505 68,812 93,476 61,775 -3.7 +6.9 +20.7 
Distribution and Trade 
Carloadings, total**............... thousand cars 770.0 766.2 663.4 692.8 877.0 +0.5 -12.2 -8.4 
Carloadings, miscellaneous‘*....... . thousand cars 335.3 345.5 348.6 339.7 382.1 2.9 12.2 -8.3 
Retail trade (NICB) (S)........... 1935-39 = 100 324.6 323.3 318.0 313.7 328.5 +0.4 -1.2 +0.0 
Department store sales (S)......... 1935-39=100 || p 296 294 QT7 r 281 805 +0.7 -3.0 2.3 
Variety store sales (S)............. 1935-39=100 || p 219.0 221.2 296.3 225.7 210.9 -1.0 +3.8 +4.3 
Rural retail trade (8).............. 1929-31 =100 342.7 349.8 342.6 338.3 350.9 2.0 2.3 -6.7 
Grocery chain store sales (S)7...... 1935-39=100 || p 368.6 |r 366.3 367.1 $61.1 371.0 +0.6 -0.6 +1.8 
Magazine advertising linage........ thous. of lines 3,806 4,350 4,301 3,921 4,294 -12.5 -11.4 6.0 
Commodity Prices 
All commodities (BLS)............ 1926 =100 p 155.7 156.9 158.4 158.1 164.2 0.8 -5.2 -3.1 
aw materials. ere. seis... 50s. 1926 =100 p 166.0 165.8 |r 167.3 165.8 177.6 +0.1 -6.5 -5.9 
Semi-manufactured articles....... 1926 =100 p 149.5 153.1 156.9 159.6 155.4 —2.4 -3.8 +0.7 
Manufactured products.......... 1926 =100 p 151.4 152.9 154.1 154.0 158.6 -1.0 4.5 2.0 
Mirtiv PrOGUCtBate se «vata. cee nse 1926 =100 p VA@ir V0.6 |r 179.5 168.3 189.1 +0.4 -9.5 -9.8 
LUMI EE an eee 1926 =100 p 163.9 162.9 162.9 161.5 177.4 +0.6 -7.6 -7.2 
Sensitive industrial (NICB)‘........ 1929=100 130.1 132.8 144.3 145.4 153.1 2.0 -15.0 -9.7 
Sensitive farm (NICB)*............ 1929=100 168.5 169.4 171.2 167.6 212.8 0.5 -20.8 -20.6 
RETAIL DIICES, oor coe isn ke eae red 1935-39 = 100 n.a. 189.2 |r 189.4 189.2 190.8a 0.16 -0.8¢ +0.1d 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-39 = 100 ULTT 118.5 118.0 117.2 | 130.2 -0.7 -9.6 —2.2 
epstrigis Se.. cancaowurcs Gules «. 1935-39 = 100 123.5 124.2 123.7 122.7 136.9 -0.6 —-9.8 -2.1 
GNPORU RSs fo, see ee ness 1935-39 =100 95.8 97.1 97.4 99.6 122.6 -1.3 21.9 -10.1 
PETES ey orcs x dine wins Sree « tive svo 1935-39 =100 95.3 96.1 95.3 94.4 99.2 0.8 -3.9 0.2 
Totalno. shares traded N.Y. Stock Ex.|| thousands 24,006 27,854 24,807 22,078 54,683 -13.8 -56.1 -29.4 
Corporate bond yields (Moody’s)...|| per cent 3.00 3.00 3.00 3.00 3.02 0 0.7 2.5 
Financial Indicators 
Bank debits, outside New York City§| million dollars 52,103 53,368 58,631 48,194 51,807 2.4 +0.6 +0.3 
New capital corporate issues....... 000 dollars 294,929 681,166 383,241 231,172 381,551 -56.7 22.7 -18.0 
HEIUCING ISSTIES, wc 5,0 sees as se cs 1 000 dollars $1,250 1,056 39,260 7,096 4,089 || +2,859.3 +664.2 -52.4 
Comm., industrial and agric. loans‘.|| million dollars 13,747 14,409 15,043 15,275 14,291 —4.6 -3.8 +1.9 
Total personal income (S)..........{} billion dollars n.a. 213.7 |r 214.6 216.3 208 . 6a —0.4b +2.4¢ —4.1d 
Money in circulation, end of month." million dollars 27,507 |r 27,417 27,439 27,557 27,812 +0.3 -1.1 -1.4 


justed for seaso: iation ‘Shi ts Cons tion; cigarette consumption measured by tax-paid withdrawal *Average daily ‘Average weekly *F.W. Dodge ‘Engineeri 
Nowe Re verage weekly. "Grocery and combination chain store sales #140 centers aApril, 1948 _bPercent ene March, 1949, to ‘April, 1949 Percentage change, 
April, 1948, to April, 1949  dPercentage change, 4 months, 1948, to 4 months, 1949 Estimated n.a.Not available pPreliminary *Value as traffic indicator subject to 
variations in length of haul and amount loaded. rRevised. 
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WHEN PRIVATE DEBT MONEY DECLINES— 


SOURCES OF MONEY 
DECEMBER 31, 1948 JUNE 30, 1937 


$171.6 BILLION= 100% $57.3 BILLION =100% 
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__ When a bank buys a bond it pays for it with deposits created for that purpose, 
with currency. Funds lent to customers 


banks constitute “money.”’ Bank assets and monetized gold are, accordingly 
of money. At the end of last year, 


In the earlier years, particularly in 1 


x. t or (rarely) 
have the same origin. Deposits and currency outside 


the chief sources 
57% of our money was monetized national debt. 


920 and 1929, chiefly private debt was monetized. 
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—U. S. DEBT MONEY INCREASES 


PER CENT CHANGES 
1920-1921 1937-1938 
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In 1920 and 1937, depressions were one-year affairs so far as money supply was concerned. 
In both years, it was bank-held private debt which declined sharply. Decline in money total, 
1920-21, was 5.2%; 1937-38, 1.2%. In both periods, gold flowed into the money stream. 


1929-1930 1930-1931 


GOLD 


V, S. DEBT IN FR. BANKS 173.6 U.S. DEBT IN FR. BANK 
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U.S. DEBT IN 
OTHER BANKS 


F.R. LOANS, 
FR. LOANS, -35.6 
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1931-1932 1932-1933 


-23.6 
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- 20.41% 


WOTE: ALL DATES AS OF END OF JUNE 


Disturbance beginning in 1929 was much more prolonged. Money supply fell each year 
from 1929 through 1933, but most of the decline occurred in 1932 and 1933. Total drop, 
1929-33, was 24.5%; 1929-30, 1.4%; 1930-31, 2.8%; 1931-32, 14.1%; and 1932-33, 8.2%. 
Note that U. S. debt money again increased each year, while private debt money declined. 

Turn back to the previous page; see how much of our money is now U. S. debt money. 
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Too Much Wheat? 


EMAND for wheat is falling off. Total domestic 
consumption for the year beginning July is ex- 
pected to be lower than at any time since 1941 al- 
though possibly not below that of 1948. In the first 
quarter of this year, wheat utilization was 12% below 
a year earlier. 

At the same time, wheat stocks in all storage posi- 
tions on April 1 were greater than in any other April 
with the exception of 1942 and 1943. In addition, the 
1948-1949 wheat harvest may be the third largest in 
history. 

With more than a quarter of last year’s wheat crop 
already in government hands, farm price support is 
fast becoming a major national problem.! 


SUPPLY AND DEMAND 


Most recent official estimates released by the crop 
reporting board of the Department of Agriculture 
(based on June 1 conditions) indicated a winter wheat 
crop of 1,036,741,000 bushels, only 3% below the 
peak 1947 crop. 

Since then, however, state agriculture boards con- 
firm extensive damage in the Southwest owing to ex- 
cessive moisture and damage by rust and other vari- 
ous diseases. It is generally expected that some 100 to 
200 million bushels may come off the previous esti- 
mate.” The 1948 crop was 991 million bushels. 

Spring wheat expectation, based on plantings, is 
for a crop of 300,235,000 bushels compared with 298,- 
308,000 bushels a year ago. Recent trade reports in- 
dicate some reduction. 

Total production may approximate 1,200 million,? 
the third largest crop in history. This is considerably 
below the June 1 estimate of 1,337 million. Total 
wheat production in 1947 was 1,367 million, and in 
1948 about 1,288 million. 

With price support assured, farmers have not 
limited production. Seedings of wheat for the 1949 
crop are estimated at 81.7 million acres. This is about 
14% above the goal of 71.5 million acres which the 
Department of Agriculture considered adequate to 
meet estimated domestic disappearance and exports. 

This situation is not peculiar to wheat alone. In 
the case of flaxseed, farmers reported their intentions 
to plant 56% above the goal. Dry pea plantings this 
year are estimated at 17% above the Department’s 
recommendation. 


For discussion of new farm price legislation, see ““A New Parity 
Plan for Farmers” in the May Business Record. 
"Department of Agriculture reports, as of July 1: wheat, total, 
ae bushels; winter, 932,095,000 bushels; spring 256,595,000 
ushels, 


Wheat demand is less than in any year since 1945. 
Disappearance of wheat during the January-March, 
1949, quarter was about 283 million bushels or 12% 
below the 321 million of the same 1948 period. Do- 
mestic utilization for the year beginning July, 1949, 
may be the lowest since 1941, according to Depart- 
ment of Agriculture expectations, with the possible 
exception of 1948. 

Stocks have, therefore, been built up. Total wheat 
stocks of more than 576 million bushels were in stor- 
age positions on April 1. These were exceeded by wide 
margins on April 1 of 1942 and 1943 but were larger 
than April 1 stocks in any other year. 

Moreover, the use of wheat as feed has fallen off. 
The largest stocks of corn and second largest of oats 
on record were reported for April 1; barley supplies 
were second largest in the last ten years. The Depart- 
ment of Agriculture has estimated a demand for only 
approximately 100 million bushels of wheat for feed 
in the 1949-1950 crop year. This is slightly higher 
than a year earlier, but below any other period since 
1935. 

Thus far, exports are holding up. All previous 
records of grain exports were broken in the year 
ended June 30, 1949. The eleven-month total (July, 
1948-May, 1949) of grain and grain products ship- 
ped was 637,283,000 bushels compared with 541,- 
173,000 bushels a year earlier. Wheat, flour and mac- 
aroni products exported in 1948-1949 were 5.3% above 
the same period in 1947. 


Table 1: Price Support Operations of the 
Commodity Credit Corporation, 
July, 1948-February, 1949 


Source: Department of Agriculture, Production and Marketing 
Administration 


Millions of Dollars 


eee 668.6 eves 
Wheat: ..co-eseeee 492.9 227.0 
Corn... 198.3} Seses se 46.1 
Flaxseed... ;.. \eatectweak 7.4 15.4 
Trish potatoes........... 1 Ole Seloure Ve Neer 
Peantitgnici nc. Seaoecaes 8.5 TN Oke a ee 
Wool.) cox csaagit ce Shs fl’. coeeente acl, | eee, Oe 
Grain sorghum.......... 83.00 | Bene 6.1 
Barleyy. acct scttas cates $8;2.> | Geaeee 21.0 
LODAGCO);.. cadet i ane $2:%o 1. . sanvieoe |) eee 
Eggs, dried..cn .co0ed). vealed: plus SlCr eee 
ORNS ogc scien re ee $2.6 
Linseed’oil: ¢32 sA Pe sae Fee SIT ae Tere 
Other<7. >. 4A Ree. ow $1.2 
otal... 2.5. seer tees $79.4 


1Includes both CCC loans and | made by lending agencies guaranteed by CCC. 
aLess than $500,000. es y 
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Europe’s crop conditions, however, continue favor- 
able. The 1949 bread-grain output may be only 5% 
below the excellent 1948 crop and 10% under the 
1935-1939 average. For Russia, the Office of Foreign 
Agricultural Relations estimates that acreage is above 
that for 1948. 

Demand for our wheat in the year ending July, 
1949, is estimated by the Department at 500 million 
bushels. Only slightly fewer or 450 million bushels 
are expected to be exported the following crop year 
(see Table 2). But where would exports be without 
our financial aid? According to a statement by Ralph 
S. Trigg, president of the Commodity Credit Corpora- 
tion, in February, “with very few exceptions, the en- 
tire amount of our [wheat] exports was paid for with 
either ECA or Army funds.” 

With supplies high and demand falling off, carry- 
over in July, 1950, may reach 350-400 million bushels, 
probably above any year since 1943. In view of gov- 
ernment guarantee of wheat prices, these supply-de- 
mand conditions are causing major price and distri- 
bution problems. 


LOAN TOTALS UP 


Wheat price support programs have been operated 
by the Department of Agriculture for the past eleven 
years and have covered, through loans and purchase 


agreements, a total of more than two billion bushels 
of wheat. 


In that period of time, prices to growers have av- 
eraged below the loan rates in three years (1938-1939, 
1941-1942 and 1942-1943). During the latter two 
years, exports were restricted by the war and carry- 
overs reached the all-time highs of 631 and 619 mil- 
lion bushels, respectively. In the year beginning July, 
1942, more than 408 million bushels were pledged for 
CCC loans. (See chart.) 

Average prices were considerably above the loan 
rates in the following years, when heavy exports re- 
placed net imports of wheat. In 1947-1948, the aver- 
age price paid to growers was 46 cents above the loan 
rate. This year the Commodity Credit Corporation 
has spent more to support farm prices than in any 
other period. Net outlays (minus loan repayments 


Table 3: Cash Farm Receipts and Commodity 


Credit Corporation Loans! and Purchases 


Source: Department of Agriculture 
Millions of Dollars 


Item 


Commodity Credit Corporation: 


INetiloansi tere. metteittec catenin sere oe 1,576 
Purchases *y-7).). soe ees cele s oe 477 
Total, loans and Junsenck 2,053 
Cash farm i income. 22,481 
Total loans and purchases | as per cent 
of cash farm income................ 9 


1Includes both CCC loans and loans made by lending agencies guaranteed by CCC. 


TABLE 2: WHEAT: SUPPLY AND DISTRIBUTION, 1930-1949 
Source: Department of Agriculture 
Millions of Bushels 

Supply Dottie Dhesyaeeraors Kerpocts 
Year Beginning July nos bent 

pmen' 

on New Crop Imports? ay eg ser Total 

Orr si<is.a ss. shad ae 291.1 886.5 0.4 1,178.0 489.6 6 SL el esters. 750.2 115.3 
UC ee eae ee 312.5 941.5 a 1,254.0 482 .8 2 Aiken ereesres. are 753.1 125.6 
CS. as a 375.3 756.3 a 1,131.6 492. 4 2 8 718.9 34.9 
Ue 377.8 552.2 0.1 930.1 448 . 4 3 wl. 628.8 28.4 
LCS ae ae 272.9 526.1 15.5 814.5 459.1 4 ad 0.1 655.3 13.3 
100 SS ea 145.9 628.2 34.6 808.7 472.6 0 5 0.1 661.2 7.1 
LT yee lag areas 140.4 629.9 34.5 804.8 477.9 8 .9 0.1 689.7 12.3 
LS re 83.2 873.9 0.6 957.7 474.6 6 2a a 701.2 103.4 
ADS arian eae Be vie 153.1 919.9 0.3 1,073.3 481.4 a 2 0.1 713.8 109.5 
ROWE Vis ona = bs oO 250.0 741.2 0.3 991.5 475.4 2 9 0.1 663.5 48.3 
(LULL) SOs ke a eae 279.7 814.6 3.5 1,097.8 478.5 oe 8 0.1 676.0 37.1 
LC Se aes oe 384.7 942.0 3.7 1,330.4 487.8 3 6 1.6 668.2 31.4 
UNC! Sa ee 630.8 969.4 1.0 1,601.2 537.0 0 6 54.3 947.8 34.5 
Ue Oe ees Serene 618.9 843.8 136.0 1,598.7 543.1 an 8 107.5 1,216.0 66.1 
Ue eee eee 316.6 1,060.1 42.0 1,418.7 537.0 0 4 82.3 986.7 152.8 
19455. . 279.2 1,108.2 2.0 1,389.4 487.46 8 0 21.0 894.2 395.16 
pl se a ginal Se 100.1 1,153.0 a 1,253.1 491.5 6 5 -0 768.6 400.7 
Lc | aa eos cue 83.8 1,367.2 a 1,451.0 491.9 6 4 0.7 765.6 489.5 
1 ee ee 195.9 1,288.0 a 1,484.0 480.0 90.0 0 15.0 680.0 500.0 
LL 2 Pape as Soon 300.0 COU mri cs. 1,500.0 480.0 120 .0c . c 680.0 450.0 


11930-36, inclusive, some new wheat included in commercial stocks and merchant 
mills stocks; begi inning with 1937 only old crop wheat is shown in all stocks positions. 
fad for uly 1, 1937, including the new wheat, is 102.8 million bushels, which 

as year-end carry-over in the 1936-37 marketing year 
tm rts cover all wheat and flour, except wheat teecarted: for milling in bond is 
exc! 

Includes ee ee Ete raf ems = poeone and the military forces. 

‘Includes flour made lomestic wheat and shipments to U. S. territories; 
a 1940 fe on, ait exports for relief and exports by the Department 

Agriculture. 


aLess than 50,000 bushels, 
ek, gee July 1, 1945, to date revised to include semolina, and macaroni and 
si arp thereby reducing the quantity shown for domestic food. Total 
food use are not adjusted for semolina and macaroni exports prior to 
sly, Sue These exports for the a years beginning July 1, 1936, in million 
bus Is, were as follows: 0.1, 0.1, 0.2, 0.2, 0.1, 0.1, 0.9, 1.4, and 2.6 in 1944-45, 
cData for feed includes industrial use. 
pPreliminary. 
est.Estimated, 
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and sales) for the current fiscal year through Febru- 
ary, 1949, totaled $1,576 million and purchases $477 
million. This represents a total net outlay of $2,053 
million compared with $409 million during the same 
period a year ago. Purchase agreements amount 
to $379 million. Loans and purchases (other than 
purchase agreements) constituted 9% of cash farm 
income as against 2% in the July, 1947-February, 1948, 
period. (See tables 1 and 3.) 

For wheat alone, support operations cost the CCC 
some $720 million in the 1948-1949 period. Approxi- 
mately 251 million bushels of wheat were placed un- 
der loan and about 113 million bushels were covered 
by purchase agreements. 

Unfortunately, the situation may be considerably 
more serious in 1949-1950, as the supply-demand con- 
ditions described above would indicate. Prospect of 
the huge surplus in the face of critical lack of stor- 
age space has depressed prices. Support this year, 
at 90% of parity at the beginning of the marketing 
year July 1, was $1.95 a bushel at the farm level as 
against $2 for the 1948 crop. The loan rate, on this 
basis, was $2.21 at Kansas City. The cash price late 
in June was about 25 cents under the loan. 

Emergency measures have therefore been under- 
taken by the Department of Agriculture. On May 
12, the CCC put forth a plan to slow down the flow 
of loan and purchase agreement grain off the farm 


by permitting farmers to renew their loans. The 1948 
crop wheat stored on the farm amounts to approxi- 
mately 60 million bushels. Wheat under purchase 
agreement (quantity on farms not known) may be 
put under farm-storage loan to mature on April 30, 
1950. 

A storage payment of 7 cents a bushel for the 
1948-1949 period and 10-1114 cents a bushel for the 
1949-1950 storage period will be made to farmers on 
wheat delivered to the CCC at maturity. 

An acute shortage of storage space has resulted in 
much distress selling. The CCC owns about 45 mil- 
lion bushels capacity of bin-type storage. Approxi- 
mately twice as much, according to their estimates, 
is necessary for the immediate future. 

To meet the situation, storage requirements have 
been relaxed for the first time in the history of the 
government loan program. This followed Presidential 
signature on June 7 of a bill giving the CCC author- 
ity to aid farmers in adding storage space. 

Wheat stored on the ground or in shelters which 
do not meet normal federal standards will receive 
temporary “distress” support at 75% of the full sup- 
port level. Within ninety days the farmer is required 
to find suitable storage facilities, at which time the 
loan will be fully extended. Moreover, the farmer 
will not be responsible for changes in grade and qual- 
ity which may occur during the “distress” period. 


CASH PRICE AND LOAN VALUE OF NO. 2 HARD WINTER WHEAT (KANSAS CITY) 
Source: Department of Agriculture 
Cents per Bushel 
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This may result in great losses to the government. 

In addition, the CCC will lend the farmer up to 
85% of the price of any storage facilities he builds. 
These loans will bear interest at 4% a year to be re- 
paid in five years. Repayments will be deferred, 
however, in years when the farmer, because of condi- 
tions over which he has no control, is not in a posi- 
tion to utilize the storage space. In the event of crop 
failure in an area, payments for that year will be 


deferred. Thus, under these conditions, the time 
during which the total storage loan is to be repaid 
would be extended for a year. 

With announcement of the new loan policy aimed 
at elimination of distress selling for lack of storage 
facilities, prices soared as much as 8%4 cents in one 
day. 

Rost Namwicu 
Division of Business Economics 


Slump in Railroad Orders 


HE decline in demand for freight cars and loco- 

motives, which normally comprise over 75% of 
total equipment expenditures, marks the end of one of 
the largest reequipment programs ever undertaken 
by the railroads. It coincides with a 10% decline in 
revenue carloadings for the first half of 1949 as com- 
pared with 1948. A further decline in the third quar- 
ter is expected. 

The demand for new freight cars, which has been 
the single most important equipment expenditure, 
has dropped sharply since 1948.. New orders for 
locomotives have also fallen off, but not nearly so 
sharply as freight cars, since the factors affecting 
the demand for locomotives are of a somewhat differ- 
ent nature. 


FREIGHT CAR BUILDING 


During the last few years of World War II, lack 
of adequate transportation facilities became a seri- 
ous problem. The daily average surplus of freight 
cars declined from 60,000 in 1942 to 3,000 in 1945, 
a level far below that necessary for optimum effi- 
ciency of operation. Constant hard usage and in- 
adequate maintenance, coupled with the advanced 
age of portions of the fleet, created bottlenecks. 
Greatly increased operating efficiency and the diver- 
sion of some traffic to other carriers aided in solving 
the problem. During the period of intensive war 
effort (from 1942 to the end of 1945), 134,000 freight 
cars were retired by Class I roads. A net addition 
to the rail fleet of only 59,000 cars had to serve the 
railroads during a period of increasing pressure upon 
their facilities. The end of the war therefore found 
a freight fleet that had primarily been built in the 
predepression days following World War I, and had 
seen hard and constant service during the war years. 

The sharp drop in industrial activity in late 1945 
and early 1946, coupled with strikes and general 
business uncertainty, was effective in preventing any 
large domestic orders for cars. At the recommenda- 


Railroad Ton Miles, 1870-1947 


Sources: Interstate Commerce Commission; 
Tur ConFrERENCE BoarD 
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tion of the State and War departments, large orders 
for freight cars were accepted from France during 
this period. By July, 1946, the index of industrial 
production had risen sharply to 172 from the Febru- 
ary low of 152. With an increase in business activity, 
freight car shortages of serious proportions confronted 
both the railroad men and shippers. 

Domestic freight car orders, which averaged only 
about 3,000 cars per month for the first half of 1946, 
rose to almost 15,000 in July, and averaged 8,000 a 
month for the last half of the year. In the fall of 
the year, with deliveries of new cars being made at 
an average rate of only 3,000 a month and with the 


idaily average freight car shortage over the 35,000 


level, the government grew concerned with the prob- 
lem of expanding car production. The principal bottle- 
neck was a shortage of steel. 

In January, 1947, the steel companies undertook to 
provide enough steel each month to build 7,000 do- 
mestic freight cars and to permit necessary main- 
tenance and repairs of the existing fleet. The first 
deliveries under this allocation program were to be 
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Table 1: Freight Car Deliveries, Orders, 
and Backlog 


Source: American Railway Car Institute 


Backlog 
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of Month 
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1047 re 68,622 | 121,308 | ...... 
A048, Wakes kU eh 119,634 | 94,986 | ...... 
1948 January........... 8,949 119,786 
February.......... 8,463 119,711 
Marchi oe 9,302 121,936 
Aprile wis cies 9,052 126,028 
May, <i aeeMear. 9,192 134,676 
PUNE S,0 te cer eee ee 10,419 127,689 
July ee ee ee 8,761 122,181 
August.i2 ie tise 10,414 125,093 
September......... 9,809 117,815 
Octobere reas 2st 9,012 108,902 
November......... 9,294 111,405 
December......... 9,967 106,405 
1949 January........... 8,913 103,896 
February 96,464 
Martel. oi7..cctlegeit 85,976 
April 73,129 
May 62,369 
Fane ee 52,281 
MUL Meh, ake cect 44,567 
Table 2: Freight Revenue and Carloadings of 


Class I Railroads 


Sources: Interstate Commerce Commission; Association of 
American Railroads 


Teeane 
% Change Garloadines 

(A.A.R.) 
January, 1949-January, 94st fe : -9.3 
February, 1949-February, 1948 : -10.1 
March, 1949-—March, 1948............ : -11.3 
April, 1949-April, 1948............... 3.3 
May, 1949-May, 1948................ a. pay 


made in June or July after a “lead time” of sixty to 
ninety days. The building program went through vari- 
ous expansion stages until Congress enacted legislation 
(Public Law 395) on December 30, 1947, calling for 
production of 10,000 freight cars a month with the ne- 
cessary allocation of steel. This program received ap- 
proval as Voluntary Allocation Plan No. 1 early in 
1948. The Office of Defense Transportation was to 
continue in charge of the program. The accelerated 
car-building program swung into high gear, with 
deliveries averaging over 9,000 a month. (See 
Table 1.) 

New orders continued to come in at high levels 
until the latter part of 1948. At that point, railroads 
were confronted by an uncertain economic future. 
The leveling off of general business activity, coupled 
with declines in freight carloadings and decreasing 
net operating incomes (see Table 2), made railroad 
men more cautious about spending. New car orders 
in the last few months of 1948 and early 1949 fell well 


below the 10,000 average level needed to sustain the 
program. 

New orders fell from 8,348 in December, 1948, to 
1,663 in January, 1949. Only 153 new orders were re- 
ceived during June. The average order for one month 
of 1948 was twice as large as the total of orders re- 
ceived for the first six months of 1949. The backlog 
of orders on the first of July was 45,000, as compared 
with a backlog of 104,000 at the end of 1948. 

The rate of delivery (10,000 cars a month) for the 
first half of 1949 has been running above the average 
rate of 9,400 cars a month a year ago. If the present 
speed on deliveries holds up and if new orders do not 
increase substantially above the present level, much 
of the industry will have few unfilled orders by fall. 


Table 3: Installations and Backlog of Locomotives 
for Class I Railroads 


Source: Association of American Railroads 


Type 


Steam Locomotives 


TOSS 0. SitP oe vre sigue sige iacalaeenaueresy 


Heburatyiicd. qiack<Osuaeete 


n.a, Not available 


The 113,000 freight cars purchased by railroads in 
1948 has exhausted a significant portion of the back- 
log. Most of the cars taken were replacements 


1$, Morris Livingston, “The Demand for Producers’ Durable 
Equipment,” Survey of Current Business, June, 1949, p. 14. 
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rather than net additions to the fleet. The sensitiv- 
ity of freight car orders to declines in carloadings and 
revenues, and the general uncertainty as to the 
future structure of rates have created a general atmos- 
phere of caution among railroads. Another factor 
which has been creating hesitancy is the anticipation 
of changes in cost structure of equipment builders 
and the possible effect upon the price of equipment. 

There has been a long-run decline in the number 
of cars owned by railroads. In 1925 the figure was 
2,445,000 cars; in 1948, this number had been reduced 
by nearly 20%. Ton miles during this period in- 
creased more than 57%. Some of the factors respons- 
ible for the trend are: 


1. The increased operating efficiency of railroads has 
been brought about by advances in the level of technology, 
increases in efficiency of personnel and other factors. 
Freight trains are more than 35% faster since 1925, a car 
travels 58% more miles a day, and turn-around time 
was cut to 13.8 days in 1947. Trains are also kept 
moving more hours a day. These changes, plus larger- 
sized cars, mean that less car equipment can do more work. 

2. The long-run average increase in ton miles has been 
falling. (See chart.) As a consequence, the net demand 
for new equipment has been declining. 


Some important factors which operate in the 
direction of an increasing number of car orders, as- 
suming no sharp downturn in business activity, are: 


1. More than one half of freight-carrying cars of Class I 
railroads at the end of 1948, reports the American Rail- 
way Car Institute, are more than twenty years old; one 
out of every three cars is over twenty-five years of age. 
Over 338,000 cars are more than thirty years old. This 
latter portion represents a large potential replacement 
market. 

2. Competition with other forms of transport may cre- 
ate a need for larger daily average surplus of cars than 
now exists if better service is to be given. Also, the per- 
centage of loss owing to goods damaged in transit is 
related to the age of the fleet. 

8. New lightweight alloy steel or aluminum cars or 
other technological improvements may lower costs of 
operation and thus introduce an important new obso- 
lescence factor in the retirement of freight cars. 

4. The need to maintain freight fleets at a level con- 
sistent with demand during a possible national crisis. 


LOCOMOTIVE BUILDING 


As in the case of freight cars, the war left the stock 
of locomotives somewhat depleted. During the pre- 
war years the diesel began to replace steam loco- 
motives. This trend soon gained momentum. In 
1942, only 404 diesel locomotives were delivered to 
Class I railroads; by 1948, the number had increased 
to 1,401. 

The decline in delivery and orders of locomotives 
during the past few months (Table 3), although not 


severe, reflects the decline in rail traffic and earnings. 
The evidence thus far indicates that the demand for 
locomotives is less vulnerable than for freight cars. 
This has been true because introduction of the diesel 
and improved coal burners has rendered many less 
efficient locomotives obsolete. The operating econo- 
mies that are derived from the relatively little sery- 
icing required, the greater speed obtained and the 
man hours saved in operation have been sufficient to 
induce roads to replace steam with diesels. In 1948, 
the number of steam locomotives retired was about 
equal to the number of diesels acquired. 

All of the factors making for a decline in the num- 
ber of cars are evident for locomotives as well. Traffic 
in 1948 was handled with somewhat less than two 
thirds the locomotive units required in 1925. 

Over 50% of present steam locomotives are 
more than thirty years old, seven out of every eight 
are over twenty years of age. It has been estimated 
that at the 1948 rate it would take seven or eight 
years to replace locomotives already over thirty years 
old.1_ In addition, the demand for diesel and other 
new forms of propulsion appears to afford enough 
savings in variable costs to make a large portion of 
the existing stock obsolete. 


Martin Srouuer 
Division of Business Economics 
1Tbid., p. 16. 


Let’s Get Together 
I 


“Money from savings bond sales is, of course, not used 
for government expenditures. A net increase of $1.5 billion 
in savings bonds during 1949, consequently, would mean 
that a corresponding amount of other types of federal securi- 
ties now in existence will be paid off.”—United States Treas- 
ury Department, Office of the Secretary of the Treasury, 
“Public Debt Management and the Savings Bond Program,” 
February, 1949, page 9. 


II 


“Mr. Canfield: Mr. Commissioner, is the policy of the 
Treasury to use receipts from series E, F, and G bond sales 
to retire obligations with a higher interest rate? 


“Mr. Kilby: The receipts from the sale of savings bonds 
go into the general fund of the Treasury, where they are 
then available for any purposes for which the Secretary may 
see fit to use them, which would include, of course, debt 
retirement and the meeting of other expenditures of the 
government.”—Source: Testimony of E. K. Kilby, Com- 
missioner, Bureau of the Public Debt, United States Treas- 
ury Department, before Subcommittee of the Committee 
on Appropriations, House of Representatives, January 28, 
1949. 
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Business Forecasts 


Charles R. Cox, president, Carnegie-Illinois Steel Corp. 
(in address to National Association of Purchasing Agents, 
June 20)—“Financial crisis and sharp deflation . . . are 
likely to be absent in any further decline. . . . Production, 
aside from those industries feeling the greatest impact of 
termination of backlog demands, should not decline very 
much.” 


Fred Lazarus, Jr., president of Federated Department 
Stores, (stockholders’ meeting, June 7)—“There’s plenty 
of business for department stores which realistically accept 
the fact that there is a buyers’ market and quickly meet 
its demands.” 


Q. Forrest Walker, economist, R. H. Macy & Co. (in 
address to National Retail Dry Goods Association, June 
20) —‘“Possibly a 6% or 7% decline in sales from 1948 is 
a good expectation for 1949. There seems to be no good 
reason now to expect a more radical change. Much will 
depend, of course, upon how quickly we relearn the mer- 
chandising arts we have neglected in the past eight years 
of easy expansion.” 


National Retail Dry Goods Association Controllers’ Con- 
gress (annual report, released in June)—A “conservative 
estimate would be a decline in dollar sales [of department 
and specialty-store type of merchandise] of about 6% for 
the year, accompanied, however, by some improvement in 
the number of units sold. The range of profit declines on 
this projection of lower sales is considered to be somewhere 
between 20% and 35% below net earnings for 1948, de- 
pending on the store’s ability to reduce operating costs.” 


Victor Lea, economist, Standard Brands (in address to 
Grocery Manufacturers Association of America, June 6) 
—‘“Federal Reserve Board index of industrial production, 
(1935-1939=100): from a high of 195 (November-De- 
cember, 1948) to 160 by December, 1949, or a total decline 
of 18%. BLS wholesale price combined index, (1926= 
100): from the present level of 156 to 140-145, or a decline 
of 7%-10% by December, 1949. BLS farm products 
price index (1926=100): from the present level of 174 
to 145 or a decline of 17% by December, 1949, BLS food 
price index (1926=100): from the present level of 167 to 
140, or a decline of 16% by December, 1949.” 


Bureau of Labor Statistics (occupational outlook survey, 
June 1)—“Immediate employment prospects for this year’s 
more than 300,000 college graduates are likely to be some- 
what less favorable in many fields than in any year since 
the war began. In the long run, however, the employment 
outlook in professional and executive occupations may be 
better than during the next few years.” 


Charles E. Wilson, president, General Electric company 
(in address to Annual Convention of Edison Electric In- 
stitute June 1)—“It seems reasonable that the decline in 
industry production, now well underway, may continue 
until about the second quarter of 1950, when production is 
expected to turn up. Production may again reach the high 


level of 1948 by the end of 1951.” We don’t expect a “more 
drastic decline in total industrial production [than] of 
something over 10% [from the fourth quarter of 1948 to 
the fourth quarter of 1949], or 15% in total through the 
second quarter of 1950. 


“In the electrical industry as a whole, we expect that 
by the end of 1949 as compared with last year, production 
of consumers’ goods will have been cut by at least 20% 
and producers’ goods by about 10%.” 


National Association of Purchasing Agents (Bulletin, 
June 27)—“July is expected to show further business de- 
cline. August may continue the downtrend. The leveling 
off many reach the point where improvement could show 
up in the fall. In support of this forecast, buyers point 
to accelerated inventory reduction, and attainment of 
higher inventory turnover rates.” 


American Federation of Labor, (Labor’s Monthly Survey, 
May-June issue) —“Readjustment” after any war is difficult, 
but there is no reason now to expect any such collapse as 
that of 1921. . . . A serious business recession is almost 
impossible. This is no time to interfere with normal eco- 
nomic adjustments which seem to be quickly finding their 
way to stabilization at lower price levels. . . . This would 
open the way for a long period of postwar prosperity and 
rising standards of living.” 


Vergil D. Reed, associate director of research, J. Walter 
Thompson Company (in address to the Institute of Cook- 
ing and Heating Appliance Manufacturers, June 7) —“The 
present period of recession, reflation, disinflation, readjust- 
ment or any other fancy name you wish to give it, is not 
only a natural but a desirable happening. . . . While some 
further drop in prices must be expected, there is certainly 
no reason or cause for any depression even approaching 
the severity of that from 1920-1921. . . . Even by the end 
of 1950, it is doubtful if wholesale prices will have fallen 
as much as 20% from 1948 peaks.” 


Garfield V. Cox, University of Chicago (in address to Na- 
tional Restaurant Association, June 24)—“The low for in- 
dustrial production probably will come by the end of 1949 
and for prices by the first quarter of 1950.” FRB industrial 
production index (1935-1939=100) will decline to 162; 
BLS wholesale prices index (1926=100) will touch a low 
of 145; disposable personal income (annual rate of $200 
billion in the fourth quarter of 1948) will recede to $186 
billion in the last quarter of this year and the first of 1950. 


Walker L. Cisler, executive vice president, Detroit Edison 
Company (in address to Edison Electric Institute, June 1) 
—“The estimated production of energy (fifth semiannual 
power survey) to meet consumption requirements for 1949 
shows an increase of 8.3%, for 1950 it is 6.8%, and for 
1951, 5.9%. . . . I believe the country can confidently ex- 
pect that electric power loads will in general be met in 
1949, 1950 and 1951.” 


Bureau of Agricultural Economics (June 1)—Produc- 
tion of meat in the second half of 1949 is expected to exceed 
levels a year earlier by a larger percentage than in the first 
half. Last year’s summer shortage of meat is not likely to 
be repeated this year and output of meat will increase 
rapidly in the fall as hogs from the larger spring pig crop 
move to market. R.N. 
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Earnings, Hours and Employment Trends 


MPLOYMENT in manufacturing industries de- 
clined again in May to a new low for recent 
months. The latest estimate compiled by the Bureau 
of Labor Statistics shows the index at 144.3, which is 
2.6% lower than in April and 7.2% below the May, 
1948, level. 

In addition to the widespread layoffs resulting from 
declining production, labor disputes were an impor- 
tant factor in this April-to-May decrease. According 
to the bureau, more strikes were started in May than 
in any month since the spring of 1947. It reported a 
total of 450, compared with 400 during April, while 
the number of man days lost because of strikes was 
3,200,000 as against 1,800,000 in April. 

Employment declines affected approximately 75% 
of the major industry groups surveyed in May. Auto- 
mobile assembly lines were most seriously affected, 
with a 9.1% drop, or about 69,000 fewer production 
workers on the pay rolls. Increased employment 
occurred in only five industries—a change of less 
than 1% in tobacco, printing and publishing estab- 
lishments; 2.6% in food plants; 4.8% in lumber mills 
because of seasonally expanded production. 


HOURLY EARNINGS STEADY 


Since the beginning of the year, average hourly 
earnings in all manufacturing have remained quite 
steady; from April to May, for example, they de- 
clined only fractionally. Despite the fact that wage 
increases continue to dominate the industrial picture, 


Production Worker Employment and Weekly 
Pay Rolls, All Manufacturing Industries 
Source: Bureau of Labor Statistics 
Index Numbers: 1939 Average=100 


/ / 
4 / 
/ 


1939 a] 1941 1942 1943 1944 1945 1946 (947 1948 1948 (949 
SK 6 MOS? 


the lack of major fourth-round settlements and the 
occurrence of several no-change or wage-decrease 
agreements have restrained the upward trend that 
persisted until a few months ago. 

Although overtime payments were not reflected 
in the average hourly return, working hours did rise 
between April and May. The latest level was 38.6 
hours a week, as compared with 38.3 in the preceding 
month. Both durable and nondurable classifications 
shared in this pattern. 


ExvizasetH M. CaAsELut 
Statistical Division 


EARNINGS, HOURS, EMPLOYMENT, PAY ROLLS, PRODUCTION WORKERS, MANUFACTURING INDUSTRIES 
Source: Bureau of Labor Statistics 


All Manufacturing Industries 


Indexes 
1939 Average =100 


Durable Goods Nondurable Goods 
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Aver: Aver: Average Aver: Aver: 

Wee Weekly Hourly Wee! Wee 

Earnings Hours Earnings Earnings Hours 
1.357 $54.96 40.5 $1.220 $48.33 39.6 
1.366 54.81 40.1 1.230 48.65 39.6 
1.385 56.13 40.5 1.242 49.37 39.8 
1.407 56.21 40.0 1.252 49.49 39.5 
1.431 58.19 40.7 1.262 49.79 39.5 
1.448 57.95 40.0 1.272 50.37 39.6 
1,452 59.41 40.9 1.271 49.70 39.1 
1.454 58.71 40.4 1.282 50.18 $9.1 
1.456 59.23 40.7 1.287 50. 52 39.3 
1.401 56.76 40.5 1.247 49.34 39.6 
1.460 58.69 40.2 1.293 50.04 38.7 
1.459r 58.21r 39.9 1.289 50.01r 38.8r 
1.456 57.37 39.4 1.288 49.72 38.6 
1.458 56.86 39.0 1.286 48.35 37.6 
1.456 4 : ay 38.0 
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What Executives Say: 


Profits Falling 


(See article on page 262) 


PRIMARY PRODUCTS 
Foundries: Volume of Production Is Down 


“We are operating at only 50% of our rated capacity. 
This recession or depression hit us beginning about March 1. 
It has been more severe than we had anticipated.” 

“We expect new orders for the last half of this year to 
run 50% below the first half of 1949. This tremendous 
decrease is due to the fact that 50% to 60% of our entire 
business is supplying freight car specialities to the railroads; 
they have purchased no new freight cars the past few 
months, and we anticipate little or no buying the next six 
months.” 

“We expect new orders for the last half of this year to be 
off 25% from the first half, and 40% below the last half 
of 1948.” 


* * * 


“We have no inventory problem and, since our goods 
are made strictly to order from patterns furnished us by 
customers, we were not caught with a heavy raw material 
inventory. We have a three months’ supply of scrap, which 
is almost normal.” 

“We have been able to reduce our inventories somewhat. 
The trend during the next six months will be downward. 
We have no serious inventory valuation problem, since 
we were able to keep abreast of the scrap steel market by 
consuming our high-priced scrap before the end of our fiscal 
year (June 30, 1949) .” 

“Our inventories, as a per cent of sales, compare closely 
with last year’s and with prewar levels as we do not ac- 
cumulate a large inventory of finished products beyond 
those that would be covered by normal sales.” 


= 3  t 


“We had a substantial profit for the first quarter of this 
year, but have been in red ink for the second quarter. Our 
financial position will enable us to absorb any conceivable 
losses without serious impairment of our working capital.” 

“Comparing profits for the next six months with the 
same period last year, we do not expect to be on the right 
side of the ledger but are hoping to keep our losses at a 
minimum. While the July 1, 1948-July 1, 1949, fiscal period 
was a satisfactory one from the profits standpoint, the 1949- 
1950 period is viewed by all officials with a dismal attitude. 
For quite some months we have been reducing our forces, 
both plant and office personnel. We are not in any way re- 
ducing our sales efforts and so far our advertising budget 
has not been molested.” 

“The full year will show less profits than the previous 
year. This will be so because of a lower volume of orders 
and production.” 


Mining and Quarrying: Outlook Reasonably Optimistic 


“An increase of 25% in new orders over the first half 
of 1949 is expected for the second six months of the year. 
The second half should show a 20% increase over the last 
half of 1948.” 

“We expect an unusual increase in cancellations—un- 
usual because ordinarily we have no cancellations at all. 
My own feeling is that the steel rate will drop to approxi- 
mately 75% of capacity, and that the steel companies there- 
fore will cancel substantial ore tonnage.” 


i ty 1% 


“Our inventories are low, as we are selling about as 
fast as we produce in the materials end of our business, 
and we will probably not gain on inventories until the end 
of the season.” 

“Inventories of foreign marble are about constant at 
what we feel is a reasonable level; domestic inventories, 
which looked too large last year, are slowly coming down.” 


tov * 


“Profits for the last six months will be better than for 
the same period last year, but only because of the elimina- 
tion of a large loss item of last year; this will also apply 
to the full year’s results.” 

“In the last half of 1949, profits are likely to be 15% 
below the level of July-December, 1948, as we are feeling 
the impact of a substantial wage increase made late in 1948.” 


“Profits will depend pretty largely on labor costs; if at- 
the-building help becomes more expensive, which seems 
likely, orders will suffer seriously. Wage scales in the build- 
ing trades may well be one of our serious problems if there 
is a recession. Job labor costs, rather than material pro- 
ducers’ costs, seem to us as being the most likely to curtail 
building activity.” 


Nonferrous Metals: Inventory Adjustment Needed 


“Our judgment is that new orders for the last half of this 
year will average about the same as for the first half, and 
about 60% of those received in the last half of 1948. Our 
present backlog of unfilled orders represents about six weeks. 
of work at the current level of production, but mills are 
generally working only three or four days a week.” 

“We expect orders for the last half of this year to be 
higher than those for the first half because, during the 
first half, our customers vigorously reduced inventories. 
Prices of copper, zinc and lead have been sliding downhill, 
and, until a firm base has been established, buying is al- 
most dried up. We expect the corner will be turned within 
sixty to ninety days. 

“With orders coming back in the second half because 
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inventory adjustments have been completed and firm prices 
established, we nevertheless expect that the over-all volume 
will be substantially below the last half of 1948 by perhaps 
as much as 25%. The last half of 1948 was the biggest half 
in the history of our industry. 


“We do not even have thirty days business in advance 
because of the inventory and price adjustment. As soon as 
these have been corrected, we will probably return to a basis 
of advance orders amounting to sixty or ninety days’ pro- 
duction.” 

* * * 


“Inventories as a percentage of sales for the first quarter 
of 1949 compare favorably with last year and with prewar 
levels. The trend will probably be downward during the 
coming six months.” 


“Inventories, as a percentage of sales, are considerably 
higher than last year. Sales have fallen off abruptly during 
the first five months, which prevented quick liquidation 
of inventories. The inventory valuation problem is partly 
handled by a reserve, which we have set up for many years, 
covering our basic inventories. It is known as the ‘reserve 
for decline in market valuation of basic metal inventories,’ 
but, as it is used, inventory in excess of the basic figure will 
have to be written off at lower prices.” 


* * * 


“Tt is likely that profits for the entire year will be ad- 
versely affected by lack of volume.” 


“Profits for the last six months will be lower than the 
last six months of last year. Profits for the year will be 
lower than for last year, partly because of a very poor 
first six months and partly because of inventory losses.” 


Petroleum: Operations Remain on Fairly Level Basis 


“We expect that the general trend in total demand for 
petroleum products will be moderately upward, with an 
increasing percentage of the total demand for the lighter 
products (gasoline and diesels) and a declining percentage 
for the heavier fuel oils. Total demand during the last 
half of the year is normally greater than that of the first 
six months.” 


“The company expects its sales in the second six months 
of 1949 to be 1.5% greater than during the first six months 
of the year. However, the sales will be 10.5% greater than 
for the last six months of 1948. There is no backlog of 
orders in the petroleum industry. It operates entirely upon 
current levels of demand except that it schedules operations 
to consider demands for specific products six months ahead.” 


“We are preparing for a volume of sales which will be 
slightly greater than that of a year ago, although lower 
prices will result in a decrease in the dollar sales.” 


“We expect our level of operations in the last half of this 
year to be higher than in the first half. In general, opera- 
tions should be slightly higher than in the last half of 1948.” 


“Sales in the last half of this year will be about 10% 
higher than the first half of 1949, and 9% greater than the 
last half of 1948. These percentage figures reflect, of course, 
the assumption of normal weather in the future as opposed 
to the abnormally warm weather last winter which sharply 


curtailed sales in the principal area of heating oil consump- 
tion.” 


“Our dollar inventories at the end of April, 1949, were 
equal to 49 days’ sales at the daily average April rate. Tyis 
compares with an inventory equal to 42 days’ sales on 
April 30, 1948, and 110 days’ sales on April 30, 1940. The 
trend of inventories during the coming six months is ex- 
pected to be moderately upward.” 


“Increasing inventories of heavy fuel oils is one of the 
major problems of the industry at this time. Gasoline stocks 
are approximately one million barrels less than they were 
twelve months ago. Although we would prefer a little 
higher level at this time, we do not expect any shortages 
during the coming months when consumption of motor fuel 
will be at its highest daily average. During the next six 
months, gasoline inventories will decline while heavy fuel 
oil stocks will continue to build up. The solution to this 
unbalanced inventory position, which will become progress- 
ively worse until corrective measures are taken, will be to 
construct additional refining facilities for the processing of 
heavy oils, from which a larger percentage of gasoline and 
distillates and a lesser percentage of fuel oil will be obtained. 
Our company has already started on this program and un- 
questionably other companies will follow.” 


“Current inventories are equivalent to approximately 
forty-seven days’ supply of expected sales during the last 
six months of the year compared with thirty-seven days’ 
supply a year previous. Over-all inventories should not 
increase materially during the next six months, and end- 
of-year inventories should be nearly 10% below those of 
December 31, 1948.” 


“We expect that the amount of our inventory in both 
dollars and units will decline during the coming six months. 
In part, this will be a seasonal development, but we also 
intend to make some reductions in inventory in line with 
the slowing down of demand for petroleum products.” 


“In volume, today’s inventories are somewhat above pre- 
war levels, but taking into consideration the large increase in 
sales, they are below the prewar figure of some 35% of 
annual sales.” 


“Profits for the last six months of 1949, as well as for 
the full year, are expected to be relatively satisfactory al- 
though they will not measure up to the abnormal earnings 
of last year due to the declines in prices for certain products 
during recent months.” 


“Profits for the year 1949 will be less than in 1948, pos- 
sibly as much as 15% to 20%. Comparing the last six 
months of 1949 with 1948, the percentage decline will be 
greater than the annual average because of continuing price 
reductions. The principal causes of this year’s anticipated 
reduction in profits are (1) reduction in crude oil and heavy 
fuel-oil prices; and (2) increasing fixed charges as the re- 
sult of expanded plant and facilities during the period of 
higher costs.” 


“Profits during the remainder of the year will be below 
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current profits and below those of a year earlier. At the 
end of 1949 profits are likely to be from 20% to 25% below 
the 1948 annual rate, primarily as a result of lower product 
prices.” 

“Our profits in the last six months of the year will be 
lower than those of the comparable period a year ago, de- 
spite the fact that during almost the entire third quarter 
last year about two thirds of our refinery capacity and part 
of our pipe line system was shut down by a strike. We 
currently expect that the full year 1949 will show a decline 
in net profits of about one third from the 1948 figure, re- 
sulting in a figure about the level of 1947 or perhaps some- 
what higher.” 

“Earnings in the first half of the year will be about 30% 
less than realized in the same period of 1948. Crude pro- 
duction and refinery runs will probably be increased some- 
what as the year progresses, but earnings of our company 
will be substantially less than for the last half of 1948.” 

“We expect our profits for the last six months of 1949 
to be approximately 25% under the same period in 1948. 
This same percentage decline would apply to the full year.” 

“Profits for the last six months of 1949 will probably 
be somewhat higher than those of the same period in 1948, 
because of increased production of oil, gas and related 
hydrocarbons.” 


Steel Producers: Inventories in Line with Sales 


“Some decline in orders during the last half of 1949 is 
expected, but it will not be more than 15%.” 

“Assuming our estimate for the second half is reasonably 
accurate, orders will be in the neighborhood of 50% of orders 
received in the final six months of 1948. There has recently 
been a material decline in cancellations, although they ran 
quite heavy in the late winter and early spring.” 

“In our line of work, orders for the last half of the year 
will compare unfavorably with the first half and very badly 
indeed with the last half of 1948. Cancellations have not 
been serious, but shipments in excess of incoming orders 
have reduced backlogs so that operations are sharply below 


LS ” 
capacity. 
* * ¥ 


“The trend in our inventories will be downward during 
the last half of 1949. We are turning our inventories over 
at a faster rate than we did before the war.” 

“The indicated rate of inventory turnover for April was 
not far from the rates prevailing in 1940. If, however, in- 
coming orders follow the pattern we anticipate, the turnover 
will show a further decline in the second half of 1949. Dur- 
ing that period, we do not anticipate that inventories will 
show any increase and, as a matter of fact, we expect them 
to show a further decline in line with the trend in the last 
few months.” 

“With a 50% or more decline in scrap values, we will 
probably have a substantial adjustment in inventory valu- 
ations at the end of our fiscal year, which is June 30. A 
portion of any such write-down will be taken care of out 
of reserves established in prior years, and practically all 
the balance will be covered by reserves established during 
the current year. The total write-down may be slightly 
in excess of reserves previously established for this purpose.” 


“Any inventory evaluation found out of line with current 
markets is promptly adjusted with a charge to current opera- 


tions.” 
* * *& 


“In common with industry generally, we are faced with 
the problem of declining volume and rigid labor costs. This 
has advanced our break-even point and, even though incom- 
ing business improves in the later months of the year, the 
dearth of orders in the past few months and probable dearth 
in the near term will prevent our shipping a satisfactory 
volume of steel for the six months through December, 1949. 
This will undoubtedly prove to be a period of internal re- 
adjustment which will permit a more satisfactory earning 
rate thereafter even at relatively low volumes compared 
with 1948.” 

“Profits for the last six months will be considerably lower 
than the same period for last year and lower than last 
year’s total profits. Profits in our particular company will 
be mostly controlled by volume, although the first six 
months have been very satisfactory.” 


METAL MANUFACTURES 


Air-conditioning Equipment: Inventories Remain High 


“Our business is running about 9% below 1948. New 
orders for the last half will compare favorably with. those 
for the first half, and possibly be even greater. Our backlog 
is approximately equal to five months’ production.” 

“Orders in the last half will perhaps average 75% of the 
first half. A large percentage are for 1950 delivery, and we 
are fearful that some of these will go through the wringer— 
be indefinitely postponed or abandoned.” 

“New orders for the last half will, of course, be well below 
the first half, inasmuch as the refrigeration industry nor- 
mally enjoys its best volume prior to the summer cooling 
load. On a seasonally adjusted basis, we still expect the 
second half to drop below the first half and to continue to 
be at least 20% below the last half of 1948.” 


* * * 


“We must carry larger inventories in advance of the 
heavy selling season, since our customers are not carrying 
as large inventories as they did a year ago and are expecting 
us to be able to make prompt deliveries. We expect our 
inventories, which are substantially higher than they were 
before the war, will be very much reduced during the next 
six months. Ordinarily, we carry a reserve against inven- 
tory losses, including price fluctuations, but, if the price 
decline is substantial, this reserve will probably not be 
sufficient.” 

“We started early in 1948 to reduce our inventory. It is 
now 15% below the 1948 level, which, in turn, was an 
improvement over 1947.” 

“While our inventories, taken as a percentage of sales, 
are down somewhat from their postwar peak of a year or 
so ago, they are still higher than a year ago and probably 
at an all-time high. The trend in our inventory during the 
next six months will be sharply downward as we have no 
intention of allowing this unsatisfactory relationship be- 
tween sales and inventory to continue.” 
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“We expect that our profits during the last six months 
will be substantially lower than they were a year ago. 
Profits during the first half were also lower than they were 
a year ago. We attribute the variation to a somewhat lower 
volume of sales and to a substantially lower volume of pro- 
duction.” 

“Profits for the first six months of this year have been 
good. But we are expecting a substantial decline for the 
last six months, and are budgeting an expectancy of a year’s 
total about the same as 1948.” 

“We expect our profit this year to be below that of 1948 
by a fairly substantial percentage.” 


Automotive Equipment: New Order Outlook Good 


“At the present time, it appears that orders for the last 
half of this year will show a decrease of 7% to 10% in 
dollar value from the orders received in the first half and 
about 22% to 25% less in dollar value than orders re- 
ceived in the last half of 1948.” 


“We operate on the basis of daily schedules which are 
approximately the same as in 1948.” 


“Our own estimate of the market for the next six months 
is that it will equal the first six months. We believe there 
will be a drop in new-car production, but that an increase 
in replacement business will offset the loss.” 


“Our new orders for the last half of this year will proba- 
bly be about 10% less than those for the first half. This 
amounts to a reduction of about 25% or 30% from the new 
orders for the last half of 1948. We are through the worst 
of the cancellation period and believe that future ones will 
be at a more normal rate.” 


* * * 


“The trend in our inventory for the coming six months 
should be downward. Inventories are kept at standard 
costs which are revised periodically. We do have problems 
of obsolescence because of changes in design and we make 
a monthly charge against earnings to provide a reserve and 
for natural shrinkage. We are concentrating on reducing 
our inventories to about the material content of ninety 
days’ sales. We build only to orders and if we could op- 
erate on a ninety-day stock-pile basis, we could cut our 
present inventories by more than 50%. We do not specu- 
late in purchasing raw materials.” 

“Our inventories are higher in 1949 than in 1948 as com- 
pared with sales. Part of this is owing to increased prices 
and part of it to the conditions making it necessary to 
carry much larger stocks. However, we are substantially 
reducing the inventories and believe that before the year 
is out they will be at least in line.” 

“Inventories as a percentage of sales compare favorably 
with last year and with prewar levels. While our inventory 
is pretty much keyed to the current requirements of the 
automobile industry, we may have a problem should there 
be a general price reduction. It has been our custom to 
change prices to our customers when we have significant 
price changes in our purchasing; however, it may be that 
our customers will insist on having immediate price reduc- 
tions. This would mean that we would absorb a loss for any 
materials on hand at the time of the price change.” 


“We are slightly increasing inventories during the first 
six months and intend to lower them somewhat during 
the last six months.” 

“Our inventories are 25% to 30% higher as a percentage 
of sales than they were last year, but our raw material 
inventory in 1948 was dangerously low; our 1949 inventory 
compares almost directly with before the war. We believe 
that our inventories will come down during the last six 
months in 1949.” 


* * * 


“Our net profits after federal taxes for the last half of 
1949 will be only 50% of our profits for the same period in 
1948. Profits for the entire year 1949 will be 32% lower 
than in 1948. Part of this decrease is attributable to an 
estimated drop in sales volume of 15% over last year. 
Much depends on the labor conditions in our customers’ 
plants as to the extent of our profits, since a prolonged 
strike would necessarily result in lost sales volume. Through 
means of our flexible budget, we are attempting to shrink 
our overhead and reduce our break-even point in a corre- 
sponding ratio to our loss in sales volume. We have found 
that a flexible budget system is a tremendous aid in pre- 
venting transitional losses when moving from a high sales 
volume level to a lower one.” 

“We feel that our profits for the fiscal year ending August 
31, 1949, will be slightly better than for the previous fiscal 
year.” 

“Our profits during the last six months of 1949 will be 
substantially under the same period of last year, but we 
expect that the profits for the entire year will be only 10% 
or 15% below 1948 owing to reduced volume of production, 
increasing pressure for lower selling prices and the possi- 
bility of a small wage increase.” 


Electrical Appliances and Supplies: Volume Is Down 


“A few months ago we were reasonably optimistic about 
this year, but trends over the past month have been defi- 
nitely downward. We are not anticipating that the trend 
will continue. The result will be that orders for the last 
half of the year may be from 10% to 20% below those of 
the first half of 1949 and the last half of 1948.” 


“We would estimate that orders for the last half of 1949 
will be about the same as the first half and about 80% of 
what they were the last half of 1948.” 

“New orders for the last half of this year will be about 
70% of those for the first half, and about 50% of what 
they were for the last half of 1948.” 


ee * * 


“A turnover of two and one-half times is about average 
for our inventory and compares with last year and prewar 
levels, when consideration is given to the increased costs 
of the inventory. Present indications are that inventories 
will decline with reduction in business volume during 
the coming six months.” 

“Our inventory is currently up about 20%, but we ex- 
pect the trend to be downward.” 

‘We would have to control inventories on a sixty-day to 
ninety-day basis; however, with war clouds threatening and 
with the labor unrest which has existed, we have increased 
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this percentage in a manner similar to that which we have 
done in all such disturbed periods.” 

“Inventories are up about 200% as compared with last 
year and prewar levels. The trend should be down during 
the coming six months. We have a serious inventory valu- 
ation problem, and are solving this by reducing prices and 
doing more aggressive selling and advertising.” 


* * * 


“Profits for the past six months should be about 40% as 
great as those for the same period last year, and for the 
full year approximately 50% of 1948.” 

“Profits will be considerably less in the last half of the 
year as contrasted with the last half of 1948. We are mak- 
ing drastic cuts in our general operations, including adver- 
tising and research.” 


Electrical Machinery: Profits Expected To Decrease 


“We expect new orders for the second half to be 60%- 
65% of the first half, and about 80% of the last half of 
1948.” 

“New orders for heavy industrial and electrical machinery 
and equipment during the last half of this year will be ap- 
proximately 95% of those for the first half and about 
75% of those for the last half of 1948.” 

“Orders for the last half will be down about 40% over 
those of the first half. They will be at a level of 50% of 
the last half of 1948. We do not expect any unusual increase 
in cancellations from now on as most of our backlog is on 
business placed this year—firm orders with proper clauses 
in them.” 

“We expect new orders for the last half of this year to 
be down 7% from the first half and down 15% from the 
last half of 1948.” 

“Tt now looks as if new orders for the second half will 
be down about 10% from the first half of 1949.” 


A * 


“Our inventory on May 1, 1948, was 5.6% of our annual 
sales, while it is now 14% of our anticipated 1949 sales. 
The increase is partly owing to our having to carry larger 
stocks in order to give our customers the service they de- 
mand and which our competition is giving. We expect 
rather sharp reductions in our inventory for the next three 
months and then a gradual leveling off.” 

“Our inventory-to-sales position is approximately 80% 
of last year and 70% of prewar. We expect the trend to 
be downward.” 

“Our inventory at the end of this fiscal year will be 
about six to one turnover on present operations, whereas 
last year it was a little better than four to one. Our pre- 
war level turnover was about five to one.” 

“On May 31, 1948, our inventories were 42% of sales; 
on May $1, 1949, they were 35%; previous to 1948 they 
ran 25%-30%. During the coming six months our inven- 
tories will be lower.” 

“Our inventories, as a percentage of sales, are up 5% 
compared with last year’s and up 15% from prewar levels. 
The trend of inventories during the next six months will 
be down 10%.” 


“Profits for the last six months will be about the same 
as the last half of 1948, and slightly higher for the full 
year.” 

“Our profits for the last six months of 1949 will be lower 
than they were for the same six months’ period in the previ- 
ous year, probably by one half. For the full year, they 
will still be at a fair margin, although they will be lower 
than for the previous year.” 

“Our profit for three months, compared with a year 
ago, is slightly higher; however, we expect a reduction 
for the six months’ period. If the present trend continues, 
there will be a substantial reduction for the year.” 

“Our profits for the last six months of this year will be 
very much lower than for that period last year. The full 
year will also be lower but fairly good because we have had 
a good first six months of this year.” 


“We expect our profits for the last six months to be about 
20%-25% lower than for the corresponding period last 
year. The same reduction will hold for the full year. This 
is partly the result of pay increases made during the middle 
of 1948 and partly the result of lower volume.” 


Engines and Turbines: Favorable Profit Outlook 


“On the smaller products, new orders are down at least 
25% from the last half of 1948 and may go down another 
10% in the last half of 1949. On larger capital goods ap- 
paratus, the decline has not been severe and the last half 
of 1949 should not be down by more than 10% to 15% 
over the last half of 1948. Short delivery products are down 
to a three-month and four-month backlog, while our heavy 
unit deliveries commonly extend beyond twelve months.” 

“New orders for the last half of this year will be down 
approximately 25%. Compared with the last half of 1948, 
we anticipate the volume of new orders to be down ap- 
proximately 20%.” 


a J 


“On an annual basis, our inventories as a percentage of 
sales have increased from 33% in 1948 to 37% for the first 
four months of this year. Compared with prewar levels, 
the percentage of inventories to sales ran approximately 
82%. We intend to purchase during the next six months on 
a hand-to-mouth basis wherever possible. We have a some- 
what serious inventory evaluation problem facing us dur- 
ing the coming months, particularly in view of the recent 
drop in basic metal prices and scrap. The only apparent 
solution seems to be to work off our inventory by accept- 
ing a somewhat narrower margin of gross manufacturing 
profit.” 

“Inventories average about 45% to 50% of a year’s sales. 
At 44% at the end of 1948, they are quite comparable with 
42% at the end of 1941. In 1947, they were higher, at 
about 55%. In the heavy goods industry, where very few 
products are built for stock, almost all of the inventories 
are represented by work in process. So, we do not expect 
much of a downward trend during the coming six months.” 


* + 
“Our profits for the first six months of 1949 are much 


better than for the same period of 1948, but we experienced 
a two months’ strike in the first six months of 1948, 
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making the net operating results hardly comparable. Indi- 
cations for profits during the last six months of the year 
are not favorable as compared with the same period last 
year, but we expect the full year of 1949 to compare favor- 
ably with the full year of 1948.” 


“The full year will be ahead of last year but only be- 
cause overhead and manufacturing burden expenses, which 
were unusually high in 1948, received specific attention dur- 
ing the latter part of that year and the first part of this year.” 


Hardware: Industry Future Unsettled 


“Orders for the last half of this year will about equal those 
of the first half, but will be down approximately 10% from 
those for the last half of 1948.” 


“About a year ago we had a backlog of as much as nine 
months. Since that time, orders have been only about 
60% of shipments, which were at capacity until May. The 
backlog is now gone, and orders are coming in from day to 
day at a rate which keeps us going at about 75% of 
capacity.” 

“Our business for the first half of 1949 is 50% greater 
than in 1948, and this appears to be the pattern for 1949 
as compared with 1948. Our backlog of orders is substantial 
and we do not anticipate that it will decrease.” 


“Orders for the second half of the calendar year 1949 
will be approximately 60% over orders for the first six 
months of this year. Compared with the last six months of 
1948, we believe they will be possibly 15% higher.” 

“Orders for the second half of 1949 will average 10% less 
than the first half, and 20% less than the last six months 
of 1948.” 


RSet. 


“Our inventory, as a percentage of sales, figures exactly 
the same this year, 2.8%, as it was in 1940. Our inven- 
tory should hold to about the same point in physical vol- 
ume during the coming six months as at present, but there 
may be some decline in value, particularly on brass which 
is our principal raw material. As the market declines we are 
setting up a corresponding reserve for finished, in-process, 
and raw stock.” 


“We have known for years that we cannot give good 
service unless we turn over our inventory, expressed in 
dollars, not more than five times. During the war and 
the rush period we turned it over as high as eight and nine 
times. Shipments for the past four months are almost ex- 
actly at the rate of five times our present inventory. We 
expect to reduce the inventory somewhat so as to hold it 
at a turnover level between four and five times, possibly 
as much as 20%.” 

“We do not anticipate any inventory reductions for the 
remainder of this year as our volume of business is even 
greater than in prewar years. We are turning over our in- 
ventory every sixty days.” 

“Inventories at the present time are very high, approxi- 
mately 68% of our estimated sales for the current fiscal 
year compared with 31% last year, and they are more than, 
60% higher than prewar inventory levels. We would like 
to reduce our inventories two thirds during the next six 
months, but doubt whether this could be accomplished 
within that short period.” 


“Inventory to sales is 10% less compared with last year 
and almost exactly the same percentage to sales as before 
the war. We expect further reductions in inventories dur- 
ing the coming six months.” 


* 7 


“Our profits for the last six months will be down to 
58% of what they were for the same period last year and, 
so far as we can tell, this percentage is likely to obtain 
during the full year, due primarily to a drop in sales.” 

“Our profits for the first five months were not very much 
below those for the first five months of last year, but we 
expect to do little better than break even during the last 
six months. We hope to have profits for the full year of 
about half of what we had in 1948.” 


“Our profits for 1949 are greater than profits in 1948 by 
60% as a result of new products and improved tooling and 
manufacturing processes.” 


“Profits for the six months’ period to be finished on 
June 30 will show a loss of approximately 25% more than 
our profits were for the same period last year. The full 
fiscal year will show a decline of 10% from the profits of 
the last fiscal year. We are looking forward to our next 
fiscal year with some hope of doing a little better than 
breaking even.” 

“Profits for the last half of 1949 will be about 50% less 
than the last half of 1948, and at least one third less than 
the full year.” 

Heating and Plumbing Equipment: Reduction in 
Profits Seen 


“Orders to be received during the last six months of 
1949 will be 193% of the estimated orders received during 
the first six months of 1949 and 87% of those received dur- 
ing the last half of 1948.” 

“Sales for the last half of 1949 will be 10% to 15% below 
those of the first half. Sales for the last half of 1948 
were considerably better than for the first half of that 
year, and we expect the last half of 1949 to be 70% to 75% 
of the last half of 1948.” 

“Sales for the last half of 1949 will be off about 10% 
from the first half of 1949 and 20% from the last half 
of 1948.” 


“Orders in the last half of 1949 may be 25% below last 


Xe .IP 


year’s. 

“New orders for the last half of this year will run 
slightly less than for the first half of this year, and 20% 
to 25% under the last half of 1948.” 


HOH OF 


“A comparison of percentages of inventories on hand 
March 31 to previous year’s sales follows: March 31, 1949— 
26.8%; March 31, 1948—17.1%; March 31, 1941—31.7%.” 

“Our inventories are greater this year in relation to sales 
than last year and somewhat higher than before the war. 
Our tendency will be to reduce the inventories in the com- 
ing six months.” 

“Inventories are lower than a year ago and in physical 
quantity no greater than prewar levels.” 
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“Inventories are considerably higher than a year ago, but 
the trend is downward.” 

“Inventories are in normal relation to sales. They will 
probably go down somewhat further during the latter part 
of the year. We set up a reserve of 20% of our raw ma- 
terials at the beginning of this year, and we feel that this 
reserve will be adequate to cover any loss that we now 
foresee.” 

“Our inventories are lower than in 1948, but they con- 
tinue at a substantially higher level than before the war.” 


ae 2 


“Our profits for the last six months of 1949 will be 
about 80% of the same period last year, and approximately 
50% of last year.” 

“Our profits for the current six months compared with 
those for the same period last year are down somewhat.” 

“Profits during the first half of this year are generally 
in line with profits for last year. They will probably be 
somewhat lower during the last half of this year, but it 
should, at the worst, be a good normal profitable year.” 

“Profits for the last six months will be 25% to 35% lower 
than the same period in 1948, with profits for the full year 
1949 possibly 20% lower than in 1948.” 


Industrial Machinery—General: Shows Some Profits 

and Sales Declines 

“We believe that there will be some improvement in new 
orders for the last half of 1949—possibly up 15% from the 
first half. On this basis, they would be approximately 70% 
of the last half of 1948.” 

“New orders for the last half of this year will be down 
10% from the first half and down 20% from the last half 
of 1948.” 


“New orders for the last half of this year, compared to 
those for the last half of 1948, are expected to be 80%.” 


“We expect new orders for the last half of 1949 to be 
about equal to the first half of 1949 and approximately 50% 
of the first half of 1948.” 


“New orders for the last half of this year will be about 
10% lower than the first half. New orders for the last 
half will be about 12% lower than the corresponding period 
in 1948.” 


“New orders for the last half of the year will be about 
the same as those for the first half, but between 25% and 
30% less than those of the last half of 1948.” 

“New orders for the last half of 1949 will be off approxi- 
mately 25% compared with the new orders received during 
the first half. Much the same relationship will exist be- 
tween the last half of 1948 and 1949.” 

* % *& 


“Average inventories will be 30% of net sales for the 
fiseal year ended September 30, as compared with the same 
percentage for the previous fiscal year, and 37% for the 
calendar year 1939. We expect to reduce our inventories 
by 15% between May 1 and October 31. We have no in- 
ventory valuation problem because we accumulated re- 
serves in 1946, 1947 and 1948.” 


“Our inventories are considerably higher as a percentage 
of sales than in 1948 or prewar.” 


“Our inventories, as a percentage of sales, are about 
15% higher than last year’s. As compared with prewar 
levels, they are lower.” 


“Inventories as a percentage of sales are currently 
somewhat higher than last year and prewar ratios. Our 
inventories during the coming six months will be trending 
downward as a result of the adjustment of inventories to 
declining sales, and the adjustment back to the shortest 
possible purchasing cycle now that materials are in more 
easy supply.” 

“Our ratio of inventory to sales is the same as last year.” 

Tr ee ae 


“We estimate that our profits for the last six months of 
the year will be only 15% of the profit in the same period 
last year. For the year as a whole, we think they will be 
down 30%, owing to low incoming orders and to inventory 
reduction.” 

“We expect a decline of 20% in profits for the full year 
because of less volume.” 

“Profits for the last six months compared with those 
for the same period last year are expected to be 70%— 
and 75% compared to the full year.” 

“Profits will most likely be only 70% to 80% of the last 
half of 1948 and the same range will hold true for the full 
year.” 

“We hope that the full year’s profits will compare favor- 
ably with last year even though our profits for the last six 
months will probably be less than those for the same period 
last year.” 

“We believe our profits will be down 40% compared with 
the last half of 1948. Similarly, our full year will probably 
be down about 35%.” 

“Our profits for the last six months of this year will 
probably be no more than half those of the corresponding 
period a year ago. The full year will be off a correspond- 
ing amount.” 

“Our profits for the last six months will compare favor- 
ably with those for the same period of 1948. Our profits 
for the full year should compare favorably with those of 
1948.” 


Industrial Machinery — Specialized: New Orders 
Curtailed 
“New orders for the last half of this year are expected to 
be about 40% to 45% of those for the last half of 1948.” 


“Orders for the last half of 1949 will be about the same 
as for the first half of the year, and slightly less than the 
last half of 1948. As to backlog, we are still allocating 
some of our machines to dealers because production is in- 
sufficient to cover demand.” 

“Orders for the last half of this year will be about the 
same as the first half. Neither was very heavy because we 
built up so large a backlog last year that we have not 
been able to accept many orders. Our backlog represents 
104 weeks, or two years of steady running, unless we re- 
ceive heavy deferments.” 

“We have had a big backlog and are working almost up 
to schedule and expect to do so for the rest of the year. We 
have not received too many new orders in the last nine 
months or more, and we do not expect to be receiving many 
new orders in the months ahead.” 
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“New orders for the last half of this year will be trifling 
in volume compared with the same period last year. They 
will probably be about the same as for the first half of 
this year. Our backlog will enable us to run at our cur- 
rent rate of production until next October or November. 
Thereafter, unless the intake of new orders increases sub- 
stantially, we shall have to curtail our operations very 
sharply.” 


* * * 


“Our inventories are higher dollarwise than at any period 
in our history and approximately 40% of last year’s sales 
or 80% of average prewar sales. We are offering some sur- 
plus raw material for sale and have canceled all purchase 
orders except for immediate needs. We intend to live on 
our inventory for the next six months to a year since there 
has been no break in the basic price of steel.” 


“Tnventories until recently have been in very favorable 
relation to sales as compared with prewar standards but 
they have not yet been brought into proper balance with 
sales requirements. We do not have any serious inventory 
valuation problem as we have been operating on the equiva. 
lent of a Lifo basis for the last few years and inventories 
are carried in the accounts at a figure substantially below 
current replacement cost.” 


“Our inventories run about 30% of a year’s sales, which 
is about the same as last year and a little lower than 
prewar.” 

“Our inventory as a percentage of sales compares favor- 
ably with last year and with the prewar level. The trend 
during the coming six months should be steadily downward.” 

“Our present inventories as related to sales are about 
the same as they were a year ago but are considerably over 
prewar levels. They should be decreased during the coming 


six months.” 
* * * 


“For the six months ended April 30, 1949, our profits were 
moderate, showing a considerable loss in the last month. 
For the full year we expect little or no profits.” 

“Profits for the last six months of 1949 will be somewhat 
below the profits for the last six months of 1948 and for the 
year will be substantially better than in 1948.” 

“Profits for the last six months will be about the same 
as for the same period last year. This will also be true of 
the full year’s figures.” 

“Our profits for the last six months of 1949 will be much 
less than for the last six months of 1948. The profits for 
the first half of 1949 will be substantially higher than for 
the first half of 1948. For the full year they will almost 
certainly be substantially lower than for last year.” 

“As against a small loss in 1948, we believe that we will 
show a moderate profit in 1949. We attribute this improve- 
ment to engineering improvements in our products and im- 
provements in our production methods resulting in better 
acceptance of products and reduced costs.” 


Machine Tools: Proceed with Inventory Reduction 

“Our business in the last half of this year will be about 
the same as the first half, and will be off from the last 
half of 1948 about 20%.” 


“The volume in the last half of 1949 will be perhaps as 


much as 50% less than the first half. This trend in com- 
parison with the same period in 1948 would mean a reduc- 
tion of about 60%.” 


“The first half of this year will be fairly satisfactory, 
but the second half may not be over 50% of the first half 
in dollar volume, and 35% of the last six months of 1948.” 


“The last half of 1949 will show a decrease in the number 
of orders received as compared with the first half of 1949, 
and will be somewhat less than the volume of orders re- 
ceived during the last half of 1948. This outlook, however, 
can change considerably depending upon the ECA and the 
defense program. These programs are extremely difficult to 
gauge because of their political nature.” 

“Orders for the last half of the year will run 20% to 25% 
less than the first half and about the same as the last half 
of 1948.” 


“Our business during the second half of 1949 will be 
about 15% below that of the first half of 1949, and more 
than 30% below that of the second half of 1948. Our 
present backlog of unfilled orders represents less than a 
day’s production.” 

“New orders for the last half of 1949 will be nearly equal 
those of the first half, but between 35% and 40% less 
than the last half of 1948.” 


* * * 


“Inventories in proportion to sales have increased 12% 
over their comparable positions in last year. In measure- 
ments with prewar levels they have increased 20% in com- 
parison to present sales levels. We are trying to reduce our 
inventory by weeding out obsolete materials and parts, 
blocking the production of items determined as surplus 
stock, and driving toward higher rates of production.” 


“Our inventories are somewhat lower than last year 
but should be reduced about 30%. We have a serious 
valuation problem. The only procedure to follow is to dis- 
pose of the surpluses, level off the excesses and take a lick- 
ing through reduced prices.” 


“Our inventories as a percentage of sales are about 3% 
lower than last year and about on a level with before the 
war. During the next six months we expect a reduction.” 


“Our inventories have changed practically not at all in 
size in the past year. However, their valuation has in- 
creased perhaps 6%. Our inventories relative to sales dur- 
ing the past year have been smaller than during the prewar 
period by about 10%. During the next six months we 
expect our finished goods inventory to increase, our in- 
process inventory to remain about constant, and our in- 
ventory of raw materials and supplies to drop. We shall 
partly liquidate our raw material and supply inventory in 
order to create employment for our employees. Because of 
the nature of our product and the thousands of different 
items in stock, it is impossible for us to use the Lifo 
method of inventory valuation and, as a result, we have had 
to pay federal corporate income taxes on fictitious profits 
generated by inventory write-ups. The only practical way 
of solving this problem (which is only a part of the whole 
problem arising from the erosion of capital by inflation) is 
to add adequate sums to surplus each year, if possible.” 

“Current inventories as a percentage of sales are approxi- 
mately 50% over 1948, but are 25% less than prewar. The 
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trend of inventories will be definitely down during the 
coming six months.” 
* * * 


“Our profit picture for the last six months of 1949 will be 
at least 30% off from the last six months of 1948, and the 
full-year picture will be about in that same ratio.” 


“Our current profit for the year will not be in excess or 
even equal to that recorded in 1948.” 


“Our profits for the first six months of this year are about 
50% of what they were in 1948.” 


“Our profits for the first six months this year will be very 
much under the same period last year. Even with good 
business throughout the last half of this year, profits will 
be very much on the low side.” 


“Our profits for the last six months of this year will be 
nil, but we have had a pretty good first five months so that 
our profits for the 1949 fiscal year should be about 50% of 
1948.” 

“Our profits for the last six months should be lower than 
the corresponding period last year and will probably also 
be lower for the calendar year. We attribute this largely 
to the present general unsettled conditions in industry, al- 
though we have recently introduced some new ideas in 
the art of honing which offer substantial labor savings to 
manufacturers.” 

“Our profits for both the last six months and for the full 
year should be a little better than for the corresponding 
period of last year.” 

“Our profits for the last six months are lower than they 
were for a similar period in 1948. We expect to realize bet- 
ter profits in the next six months but the net profit for the 
entire year 1949 will be less than it was in 1948.” 

“Profits for the last six months of 1949 are estimated 
at 60% of the like period in 1948. The full year will at best 
be between 40% and 50% of the full year 1948.” 


Office Equipment: Some Optimism Revealed 


“To date, our orders have run about equal to 1948. In 
view of April orders compared with the rest of this year, 
I could be optimistic enough to believe that the last half 
would be better than the first half and that they would 
be about the same as the last half of 1948.” 

“Orders should be about 5% better in the last half than 
they were in the first half of this year. As compared with 
the last half of 1948, they should be 5% less.” 

“Sales for the second half of 1949 will be about 20% be- 
low the first six months of the year, which will be about 
37% below the last half of 1948.” 

“Current indications are that new orders will be about 
8% off from the first half of 1949 and from the last half 
of 1948. A substantial backlog remains on some of our 
larger, more complicated machines for which there has 
been an unusually great demand since the war. On some 
of these machines, delivery still requires a delay of one and 
one half to two years.” 

“Sales for the last half of 1949 will be 30% under those 
of the last half of 1948.” 

“The volume of new orders for the second half year will 
be larger than in the first half year (seasonally adjusted 
as our second half volume in normally larger than the first 


half) and larger than in 1948. We have been planning for 
some time for the economic situation that is now develop- 
ing by enlarging our sales organization, increasing our adver- 
tising program, and, perhaps most important of all, de- 
veloping new products for introduction at this time.” 
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“Based on sales department predictions, our inventory 
was built up in January and in the first part of February. 
When, however, I saw that they were not going to equal 
their predictions, I cut production to slightly below the 
present sales level. Our inventories at the present time are 
higher than we would like, but, in percentage of sales, they 
are below our prewar level. I expect to finish the year 
with a moderate reduction in inventory.” 


“Our inventories, based on percentage of sales, are about 
10% higher than they were last year and about the same 
as prewar. The trend of our inventories for the next six 
months will be leveling off.” 

“Total inventories on April 30 were 115% of the average 
monthly sales for the first four months of 1949, compared 
with 92% computed on a comparable basis for 1948. Prewar 
years of 1940 and 1941 showed a considerably less favor- 
able result of 174% and 208%, respectively. We are, there- 
fore, in a much better position to date than formerly.” 


“Our inventories have been reduced substantially and 
are practically down to a prewar level.” 


“The backlog of many lines having been shimiisted, we 
are now directing our effort toward building up an inven- 
tory of finished machines in our branch offices. This pro- 
cess is still continuing, but is expected to level off in the 
coming six months.” 


“Our current inventories are running approximately 10% 
under last year’s inventories and 100% over prewar levels. 
The trend of our inventories in the next six months will be 
down. We don’t expect any great inventory valuation 
problem this year. However, we are maintaining a reserve 
for the difference that may accumulate over the year to be 
taken up at the end of the year.” 


“Our inventories in relation to sales are perhaps a bit 
higher now than last year, but are still somewhat less than 
we experienced prewar. We are certainly not going to help 
bring on a real depression by trying to cut down inventories 
in a panic at these first signs of a leveling off in our econ- 
omy. If anything, we anticipate that our inventories in 
relation to sales will be permitted to rise a bit more in 
order to be sure that our branch offices throughout the 
United States and Canada are well stocked with equip- 
ment.” 

“Taking into consideration the additional cost of inven- 
tory today as compared with prewar and the need for in- 
ventories throughout our branches, I would say that actu- 
ally we are only slightly higher in the inventory available 
for sale than we were in prewar days. Our raw material 
inventories are always kept reasonably in line with the 
manufacturing schedules.” 


* * * 


“We had a good profit picture in the latter part of 1948. 
We will not equal in the last six months of 1949 the corre- 
sponding period in 1948 because we brought out in 1948 a 
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new product and we felt the effects of it in a big way in 
the last four months. However, the over-all profit picture 
for 1949 will be better than 1948 as we have bent great 
efforts to reducing the break-even point. We are now oper- 
ating on a four-day week rather than reducing personnel 
in the expectation that there is a reasonable chance for a 
pickup in September that will warrant the use of our pres- 
ent personnel on a five-day basis.” 

“Profits for the last six months, as compared with last 
year, will be down about 15%. The full year will be down 
about 12%.” 


“Profits for the last six months of 1949 will be about one 
third of what they were for the same period a year ago. 
The same will hold true for the entire year, primarily be- 
cause of a lower sales volume.” 


“Profits for the last six months will be about 30% under 
those for the same period last year and the full year’s 
net earnings about 30% to 35% under 1948.” 


“Profits for the last six months will be better than those 
of the last six months of 1948 and will show an improve- 
ment for the entire year.” 


Railroad Equipment: Poor Profit Outlook 

“One of our departments is running full time and com- 
pares favorably with the first half, but the other depart- 
ment is only running about 10% of capacity owing to con- 
siderable cancellations.” 

“We estimate that new orders for the last half of this 
year will be some 15% lower than those for the first half 
and 40% under those for the last half of 1948.” 


* * * 


“Our inventories are now running about 90% of sales, 
compared with 180% last year. Prewar level was 80% of 
sales. Our trend in inventories during the coming six 
months will be about one month’s supply ahead.” 


“Our inventories, as a per cent of sales, are down about 
8% from what they were six months ago, but they are still 
45% higher than in 1939. In the coming six months we 
expect to reduce our inventories even further by lessening 
the lead time on raw materials and purchased parts, and 
by working off some of our present inventory of finished 
assemblies before reordering parts.” 

“Inventories are currently some 21% of annual sales 
(based on sales for the first four months of the year) , com- 
pared with 24% a year ago and 29% in 1941. It is an- 
ticipated that inventories will be reduced during the com- 
ing six months possibly by as much as 10%.” 

a * * 


“Our earnings for the last six months were about equal 
with the same period last year, but will be considerably 
lower for the full year as we are making a number of reduc- 
tions in our products.” 

“The profit outlook for the last six months of this year 
is not good and most certainly will be well under the same 
period of 1948, unless there is a lot of freight car buying 
in the immediate future.” 

“Indications are that profits for the last six months 
of this year will probably be 10%-15% lower than those 
for the same period last year, but the year as a whole will 
show an improvement of about 15% over last year.” 


Miscellaneous: Profits To Sink to Lower Levels 


“Our new orders for the first half of this year are running 
at the rate of about 60% of the first half of last year, not 
counting cancellations which have been fairly substantial. 
We expect the percentage in the last half will be no better.” 

“We expect that new business obtained during the last 
half of this year is likely to be about the same or less than 
the new business taken in the first half of 1949. If this 
guess is correct, our sales for the second half of this year 
will be about 25% lower in tons and about 30% lower in 
dollars than the last half of 1948. Cancellations during 
the balance of this year will be larger than in prewar 
years, but perhaps less than during the last six months.” 


“Since the first of January, new orders have been com- 
ing in at a rate approximately 50% below a year ago.” 

“We believe that new orders for the last half of the 
year will show a 10% decrease as compared to the first 
half, and a little more than 30% decrease from the last 
half of 1948.” 


“Our present estimate for new orders for the last half 
of this year is 90% of the orders received during the first 
half and 60% of the orders received during the first half 
of 1948.” 


“New orders for the last half of 1949 will probably be 
down 25% or more from the first half and will be about 
one half of the orders for the same period in 1948.” 


“Present indications are that sales for the last half 
of this year will be in the neighborhood of 15% below the 
first half of 1949 and approximately 25% below the last 
six months of 1948.” 


“New orders are 25% below the average of last year 
and we don’t believe they will go much lower.” 


“We believe that new orders for the last half of this 
year will compare very favorably with the amount of busi- 
ness for the first half of 1949.” 

“New orders will fall off, perhaps 15% or more, par- 
ticularly since our own business is somewhat seasonal.” 

“We expect business to be down about 15% over the 
first half of the year, and about 20% less during the last 
six months of this year than in the last six months of 1948.” 

“We expect that new orders for the last half of the year 
will be somewhat greater than those in the first half but 
that they will be considerably less than those for the last 
half of 1948.” 


“Our inventories as a per cent of sales are very slightly 
higher than last year but considerably higher than prewar 
because we are doing about four times as much annual dollar 
business as prewar. We are trying to increase our turnover 
and shrink our inventories and I believe that the trend of 
our inventories will be sharply down during the coming six 
months, perhaps 20%.” 


“We have been on a hand-to-mouth basis for a long 
time in connection with our raw materials.” 


“Our inventories expressed as a percentage of sales are at 
an average level of about 25% of our expected annual 
sales this year but we do expect to reduce this ratio before 
the end of the year.” 
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“Current inventory is 90% of last year and 70% of 1940, 
as a percentage of sales. We expect a slight downward 
trend over the next six months.” 

“Inventories at this time last year, April, 1948, were 
245% of sales, and in April this year were 210% of sales. 
Inventories in April, 1949, were 25% above April, 1948, 
but greater sales resulted in a more favorable inventory 
percentage. We expect to reduce inventories 15% by 
August.” 


OTHER MANUFACTURES 
Chemicals: Lower Profits Anticipated 


“Orders received will probably be 5% to 10% below those 
for the last half of 1948. Our backlog is down as compared 
with the last few years. Production is catching up. We ex- 
pect to be in a current position before the end of this year.” 

“New orders for the last half of this year should equal 
the first half. However, they will be 50% below those for 
the same period in 1948. We believe that all our cancella- 
tions are already in.” 

“Sales for the last half of 1949 are expected to be 16% 
under the first half of this year. But they should be 10% 
over the last half of 1948. These percentages must be con- 
sidered in the light of the seasonal nature of our business; 
in other words, we always do substantially more business in 
the spring than in the fall months. This year’s spring busi- 
ness was higher than the company had ever had before.” 

“New orders for the last half of this year will probably 
show a reduction of approximately 15% from those of the 
first half. We expect the reduction to be about 30%-35% 
below the last half of 1948.” 
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“The ratio of inventory to sales will be higher than last 
year, and probably somewhat higher than before the war.” 

“Tnventories are not coming down so fast as the sales vol- 
ume. There should be an improvement in the ratio during 
the next six months.” 

“Our inventories now stand at 16% of estimated fiscal 
1949 net sales. This compares with 15% a year ago (com- 
pared with year-ago sales) and with an approximate 18% in 
prewar years. We have lowered our inventories about 20% 
since their peak in December, 1948, but they are still about 
9% over a year ago. We hope to cut inventories still fur- 
ther, but minimum sales requirements make a drastic reduc- 
tion improbable. Because we adopted ‘Lifo’ when costs were 
low, we do not, as yet, face the problem of having inventory 
costs substantially higher than current market values.” 

“Our inventories, as a percentage of sales, are roughly 50% 
less than our prewar average. Our prewar average was 
about 15% of sales. Since getting rid of our wartime peak 
inventories, we have been running 10% of sales for our 
average inventory. That is the condition now. We think 
the trend in the coming six months will be about the same 
and we do not have a serious inventory valuation problem.” 

“Tt is expected that our total inventories, as a percent- 
age of sales, will hold at about the level for last year 
and be slightly under the prewar level. We have no serious 
inventory valuation problem.” 

“Our inventories for the years 1985 to 1939 averaged 
slightly more than one and a half times annual sales. How- 
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ever, because of a higher level of sales volume, our in- 
ventory at the end of April, 1949, was only slightly more 
than one half current annual sales as based on the activities 
for the first four months of 1949.” 


* * * 


“Profits for the last six months are definitely lower than 
for the same period last year. This condition will continue 
during the remainder of the year.” 

“Our anticipated profits for the last six months will not 
be more than 50% of those for last year. Those for the full 
year will run even below that ratio. This is owing to an 
anticipated 30% decline in volume and to the fact that we 
have liquidated one phase of our business and are taking a 
considerable write-off this year.” 

“Our estimate is that our profits (if any) for the last 
six months will not exceed 25% of that for the same period 
last year. We estimate that profits for the full year 
will not exceed 40% of what they were last year. This 
will be because of declining volume and inability to obtain 
prices in accordance with costs.” 


Food Products: Expects Sales Upturn 


“New orders for the last half of this year will be 10% 
to 15% below those of the last half of 1948.” 

“We expect orders for the last half of this year to be at 
least 10% better than for the first half and slightly higher 
than in the last half of 1948.” 

“New orders for the last half of this year will be slightly 
improved over the first half, and 10% below those of the 
last half of 1948.” 

“We expect that new orders for the last half of this 
year will be about the same as in the first half. This will 
result in a decrease of 3% compared with the last half of 
1948.” 

“Our industry does not permit cancellations, although there 
are probably a few scattered ones here and there, and then 
only with the very poorest class of trade. I question 
whether over a period of years our cancellations have 
amounted to 1/10 of 1% of our volume—nothing like it.” 


“Tf the national income drops in comparison with the first 
half, our experience is that our sales will follow suit.” 


* * * 


“Inventories, as a percentage of sales, are about 10% 
higher compared with last year and prewar levels.” 

“Our present inventories, as a percentage of sales, are 
20% higher than last year.” 

“Our inventories figure about 18% to 14% of sales, 
which is about as low as we can expect them to be. The 
trend in our inventories for the next months, therefore, 
will not change.” 


“Our inventories are slightly below last year’s. This is 
partly owing to lower price levels and partly to a faster 
turnover.” 


“Our inventories are at as low a point as it it possible 
to keep them. In this respect our position is not much 
different from recent years. Our turnover is extremely 
rapid and we adjust ourselves to declining values very 
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quickly. We must operate on a current market for our 
raw materials and, in a declining market, cannot avoid 
certain losses.” 


“Inventories as a percentage of sales are considerably 
below both last year and prewar levels. We expect to con- 
tinue the trend of short supply buying in view of the pros- 
pect of continually declining prices.” 


“Our inventories as a per cent of sales averaged slightly 
below the prewar level in 1948, specifically 23.5% as com- 
pared with 26.5% in 1939. Currently they are running 
slightly higher than in the early months of 1948 both per- 
centagewise and in dollar volume.” 

* * * 

“We are presently estimating that our earnings for the 
entire year will be somewhat lower than the record 1948 
figure.” 

“We anticipate that our profits for the whole year 1949 
will be in line with those of 1948.” 


“Our profits for the last six months compared with the 
same period last year and with the full year will be higher 
than last year, for the reason that we are benefiting from 
lower commodity prices.” 


“Net income for the last six months should be about 
equal to the first six months—about on a par with 1948, 
and perhaps a little better. In accomplishing these results 
we have had a program of reduced expenses, including a 25% 
cut in our advertising budget. Some day we hope to restore 
this.” 

“We expect somewhat lower livestock prices by fall which 
should mean somewhat lower dollar volume, and we expect 
that our profits for the coming six months will be below 
the profits for the same six months last year; and the same 
would be true for the year.” 


Leather and Products: New Orders Off 

“We estimate that orders in the last half of this year will 
be 5% under those of the first half and 10% under the last 
half of 1948. After our July vacation we expect orders 
to come in at about 10% under the present rate of pro- 
duction.” 


“Tt would be our belief that new orders for the last half 
of the year 1949 will be off by 10% from our orders for the 
first half of this year. We would believe that our orders 
for the second half of 1949 would be comparable with the 
last half of 1948.” 
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“Inventories compared with last year and prewar levels 
are a little higher—about normal now. Subnormal last year 
at this time. We expect to watch inventories and keep 
within proper ratio to sales.” 


* * * 


“We expect profits to be less and for the full year might 
be as much as 40% to 50% less, due to closer margins and 
lower sales.” 

“Profits for the last six months depend a good deal on 
consumer demand. If demand is 5%-10% below normal, 
profits will be reasonably satisfactory. If it is 15% or 
more below normal, profits will be lower for the last six 
months than a year ago. The variation will depend on 
volume.” 


Lumber and Products: New Orders at Favorable Level 


“We believe that new orders for the last half of the year 
will compare favorably with the first half for volume, but 
the price will be 20% off. 'We have a backlog of orders of 
around one month’s production.” 


“New orders are expected to increase about 25% in the 
last half of 1949 over the first half but to be about 10% 
under the same period last year.” 


* * * 


“Our inventories were 17.15% of sales in 1948, compared 
with 12.04% before the war. We expect that the trend 
of our inventories will be down for the next six months. 
We have a serious inventory valuation problem. We are 
attempting to solve it by carefully inventorying our prod- 
ucts monthly and valuing them item by item on a basis 
of cost or market.” 


“Our inventories for the first four months averaged about 
18.75% of sales which compares with about 16.50% for all 
of last year and 18% for 1939. The trend of our inventory 
should be downward during the coming six months.” 


* * * 


“Our profits during the last six months of 1949 will av- 
erage about 34% of the same period last year and for the 
12-month period about 40% of last year. Lower profits are 
traceable to higher costs and the absence of inflationary in- 
ventory profits as well as to a reduction in sales volume.” 


Paper and Products: Lower Selling Prices Decrease 
Profits 


“During the summer months we anticipate a falling off of 
orders from current levels, with a rise beginning in Septem- 
ber and carrying through until December. This will prob- 
ably result in from 5% to 10% fewer orders for the last 
half of this year than for the first half. Compared with the 
last half of 1948 this would represent a decline of between 
10% and 15%”. 

“We expect that our orders for the last half of this 
year will be 14% below the first half. Orders during the last 
half will be 11% higher than in the last half of 1948.” 


“In past years the total of incoming orders during the 
second half of the year has exceeded those of the first half. 
The seasonal upward trend is strongest in the fall when 
goods are being made for the holiday buying. The backlog 
of unfilled orders now stands at about the average level 
that existed in prewar years. It is now about one third 
less than it was a year ago.” 

“Orders for the last half of this year are expected to be 
about 10% less than in the first half of this year, and the 
same when compared with the last half of 1948.” 

“Orders for the last half of 1949 will be about 5% less 
than in the first half and 12% to 15% below the last half 
of 1948.” 

“We believe that our new orders for the last half of this 
year will be at approximately the level of the first half of 
this year, approximately 20% to 25% below the last half 
of 1948.” 

“The percentage of inventories to sales for the first six 
periods of the current year is 70.5 compared with 73.0 for 
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a comparable period during 1948. This compares with 
52.7% for the first half of 1942. There will be a downward 
trend in our inventories during the coming six months, 
particularly in the case of raw materials and pulpwood.” 

“Our inventories of raw material, goods in process and 
finished goods represent about 16% of our annual produc- 
tion. The same was true a year ago at this time. Prewar 
inventories were also held to around 16% of annual sales. 
We are planning to reduce present inventories by close to 
20% by the end of the year.” 


“Our inventories during the prewar period, using the 
years 1939, 1940, and 1941 only, were approximately 11.5% 
of annual sales. This is exclusive of the pulpwood inventory. 
Last year our inventory was approximately 11.7% of our 
total 1948 sales. Our inventory at the present time is ap- 
proximately 14.9% of the estimated 1949 sales. Inventories 
for the balance of the year will be down.” 


“Inventories are greater than they were last year at this 
time and are considerably in excess of prewar levels. Our 
inventory will increase to a peak in September and then 
will taper off seriously because of Christmas merchandise 
that will be shipped in September, October and November.” 

“Inventories as a percentage of sales are up about 20% 
compared with last year, but are approximately at prewar 
levels. We do not expect any important change in the per- 
centage during the next six months. Reserves have been 
set aside for inventory devaluation should there be a drop 
in paper prices.” 

“Our inventories of raw materials are down about 25% 
from last year, but are still about 35% of prewar levels. 
Our finished paper inventory is 50% above last year, and 
approximately at the prewar level. We expect our inventory 
to stay at its present level during the coming six months.” 


* * * 


“Our profits for 1949 and the last six months in 1949 
will be comparatively less than for the same periods during 
1948. The major contributing factors to these reductions are 
lower selling prices and a decline in orders with no com- 
parable reduction in operating costs.” 

“Our profits for the last six months are almost sure to 
be very much below the same period last year. The same 
will be true for the year 1949. This is because of lower vol- 
ume, lower sales price, and a lag in being able to shrink 
costs.” 

“Profits for the last six months will be about 10% less 
than for the same period last year. This will also be true 
for the year as a whole.” 

“Profits for the last six months of this year will be ap- 
proximately 70% of what they were last year, and the full 
year’s profits will be approximately 80% of last year’s 
profits. The reason: prices have been going down much 
faster than costs.” 

“Our profits for the last six months will be less than they 
were last year. For the full year, profits will be less than 
in 1948. The declines are due to decreased production.” 

“Our profits for the first six months of 1949 will com- 
pare very favorably with the same period of last year. 
Unless there is an increase in tax rates, 1949 should be al- 
most as good as 1948.” 


“We do not expect our profits in the last six months of 
this year to compare with the last six months of 1948. We 
would say we would be fortunate if our profits would be 
50% or 60% of 1948. We attribute this decline to compe- 
tition, smaller orders, and inventory loss on raw material 
and finished products.” 


Rubber and Products: Profits Unpredictable 


“We will guess that the tire business will be down 10% 
for the last half of 1949 as compared with 1948; mechanical 
rubber business down 20%.” 


“We expect that new orders will equal, or possibly in- 
crease during the last half of this year as compared with 
the first half. Orders for the last half will be about 20% 
less than the last half of 1948.” 


ot ae 


“Our inventories are normal for this season of the year. 
We build stocks in the winter to take care of the summer 
trade. In summer our production falls off due to the va- 
cations of two or three weeks per man under our union 


contract.” 
* * * 


“Replacement values on raw materials in the tire industry 
would only reduce costs about 344% owing to the fact that 
we are still operating under government regulations as to 
use of rubber, pegged by the government at 19.5 cents for 
synthetic as compared with the 16-cent market price of 
crude. Profits for the last six months will depend upon sta- 
bilization of commodity prices at present levels, especially 
cotton and synthetic rubber.” 

“Our profits for the last six months should be 20% to 
25% greater than for the same period last year. Full year 
will be comparable.” 

“Earnings will be less and it is our opinion that this will 
apply also to the entire year. We think that the drop in 
buying, in general, is due to the fact that merchants for 
the most part bought substantial amounts of merchandise 
toward the end of last year and the forepart of this year 
and, until they have disposed of these goods, new business 
is not likely to be very brisk.” 


Textiles and Products: Further Decline Probable 


“We expect orders for the last half of this year to show 
some improvement over the first half. We estimate the 
volume of orders for the last half of 1949 will be 60% to 
65% of the volume for the last six months of 1948. The 
backlog of orders is the equivalent of about five weeks’ 
production at the current rate.” 


“We believe and hope that new orders for the last part 
of this year will be larger than those for the first part of 
this year, owing to the fact that so many people were try- 
ing to liquidate their inventories which accumulated in the 
latter half of 1948. Our backlog of orders at the present 
time is running three to four weeks. We see no increase in 
cancellations in sight.” 

“We estimate that new orders for the last half of the 
current year will be about 30% less than new orders for 
the first half of the year and that these second-half orders 
will probably be 50% less than those received during the 
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last half of 1948. Our backlog of orders has about been ex- 
hausted but we are experiencing no significant cancellation 
of orders on hand.” 


“We expect orders for the last half of this year to be 
approximately the same as for the first half. That will be 
about 20% less than for the last half of 1948. We now 
have a backlog of only about two weeks’ orders. We expect 
no great change in this situation.” 


“Our business is practically nil and we see no prospect 
of any increase for the balance of this year, or at least 
until October. A discouraging aspect is that some of the 
largest distributors in the country are satisfied with inferior 
merchandise to get into a price bracket. This does not seem 
constructive to us. As a matter of fact, consumer reaction 
is so important in our particular business that we are afraid 
of this inferior merchandise.” 


“We expect new orders for the last half of the year to be 
better than the first half. First-half orders were about 50% 
of production. There is practically no backlog as buying 
is being done from hand to mouth. Cancellations will de- 
pend on general business conditions.” 


“New orders for the last half of this year should be 25% 
better than the first half. We are, however, a seasonal busi- 
ness. Possibly they will be 10% below the last half of 1948. 
We do not encourage forward orders at this time. Therefore 
our backlog is not great. We do not expect any cancella- 
tions.” 


“Orders for the first half of 1949 are running about 10% 
in excess of the figures for the last half of 1948. Under 
present conditions it is difficult to forecast the orders for 
the last half of 1949. I estimate a continuance of the rate 
for the first half of 1949. Our current backlog of orders is 
running between three and four weeks of current produc- 
tion. We do not anticipate any unusual increase in can- 
cellations.” 


“Our new orders for the last half of this year will be 
about the same as for the first half and as large in units 
as for the last half of 1948, but about 10% less in dollars. 
Our backlog is approximately the same as it has been in re- 
cent years since we do not book business for more than 
three months. We have not had any cancellations and do 
not expect any.” 


“Sales for the last half of this year should be slightly 
more than in the first half, and 25% less than the last half 
of 1948. We have a backlog of four weeks in terms of cur- 
rent production. We do not expect any unusual increase 
in cancellations.” 


“We do think that our last half year’s orders may run 
about 75% to 80% of the last half of 1948. We do not now 
have any backlog of orders other than those currently in 
production. Orders on the books will account for approxi- 
mately seven weeks of production and this figure is proba- 
bly just a little bit below what we might consider normal.” 


“Our business generally has a somewhat larger volume 
in the second half than in the first; therefore, a comparison is 
not altogether valid. I would expect that this year will 
be no exception to this general rule, and that fall business 
will be 110% of spring and 105% of 1948 fall business. The 
normal ratio, however, would be about 120%. Regarding 
backlog, our fall business is coming in more slowly than for 


several years past. We have virtually completed our spring 
business and have approximately 30% of fall business al- 
ready booked. We, therefore, have approximately eight to 
ten weeks of backlog.” 


“Our inventory is lower than six months ago but still 
much too heavy in relation to sales, and much heavier than 
prewar levels. Owing to the fear of continually being 
caught short of rayon, we had to carry far heavier inven- 
tories than were otherwise justified.” 


“Our inventories, in relation to sales, are probably 15% 
higher than in the preceding year. This would indicate that 
they are about 65% of estimated sales at the moment, 
whereas in the prewar period they were only about 50% of 
annual sales. It looks as though the liquidation of inven- 
tories will be slow during the next six months; however, we 
have an inventory committee trying desperately to see how 
excessive inventories can be brought down.” 


“Our inventory is more or less in step with sales. During 
the coming six months it will be about the same. Any in- 
ventory is a serious valuation problem when it contains such 
high-priced raw material and such high-priced labor. The 
only way to improve this is to produce more per dollar 
expended for labor, and to pay lower prices for materials. 
We cannot export at such high costs, and sooner or later 
will have competition from imports.” 


“Last year we had no inventories, now we have about 
three months’ stock which is about twice as much as the 
prewar level. We expect these inventories to decrease as we 
will cut production so that the level will not become any 
greater than it is now. We value our inventory at cost at 
all times, so do not have any problem in that respect.” 


“Inventories are currently about 18% of annual sales 
volume, as contrasted with 914% a year ago.” 


“Our inventories as a per cent of sales are now 320% as 
against 100% a year ago and 230% in the prewar period. We 
expect the trend of our inventories to be downward during 
the next six months. Our inventory problem is one of 
pricing inventory to move under current market conditions.” 


“Inventories, as a comparison of sales, continue high. This 
has been true of our own business for a number of years. 
It is to be attributed to a series of long manufacturing pro- 
cesses and to the rising trend of sales which we have experi- 
enced for some time past, with the result that we have been 
constantly building inventory to meet the growing demand.” 


* * * 


“Profits for the last six months of this year will be dras- 
tically lower than for the same period last year. The same 
applies to the full year. This variation is due to lower 
prices and lower volume of sales which are, in turn, at- 
tributable to the overproduced condition of our industry in 
1948 and an ensuing period of liquidation of intermediate 
stocks in 1949.” 

“Our profits for the last six months are far, far below 
those for the same period last year. As for the full year, 
we believe that profits will be so much below. that there 
will be little or no-comparison with 1948. These variations 
are owing to intense competition and the cutting of prices 
to loss of inventory values.” 

“Production has already started down but the billing 
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of merchandise previously ordered will hold our sales up 
for the entire year to a point where our profits will not 
suffer materially in comparison with the prior year.” 

“We expect profits for the second half of the year to 
be somewhat lower than for the same period last year. The 
full year will probably show a similar comparison. This is 
largely the result of reduced production.” 

“We think our profits for the last six months of this year 
should compare favorably with the same period last year; 
the same should be true of the full year, in spite of losses 
in the first half of the year. We should get a seasonal in- 
crease in business starting the latter part of July. I be- 
lieve next spring might also be soft. Then I think we will 
go into a new business turn at which time I fear inflation 
more than deflation.” 


“Current profits are running substantially lower than 
the same period a year ago and the trend toward lower 
profits should continue. This is attributable to the fact 
that labor and material costs remain virtually unchanged, 
but substantial reductions have taken place in finished goods 
prices.” 


“Our profits for the last six months will be lower than 
for the same period last year. Our industry was in a sellers’ 
market until November 30, 1948, and has been in a highly 
competitive market since that time. On this basis we 
would expect profits for 1949 to be about 25% lower than 
1948.” 


“We expect profits to be off 25% the last six months as 
compared with the same period last year. Profits for the 
full year should be off 50% due to cost of liquidating in- 
ventories.” 


“We are endeavoring to put together a new budget for 
the last half year. It is our expectation that that budget 
will indicate practically no profit. This, of course, is quite 
a different picture from last year when the second half 
year’s profit was very satisfactory. The full year’s profit 
is expected to be very much below the full year of 1948. 
The reason for this is basically one of volume.” 


“If sales are up as suggested during the second half of 
the year by 5%, we will have an over-all sales increase for 
the entire year of approximately 10%. I would expect that 
profits after heavy depreciation charges will be at least 
80% of 1948 and possibly greater than that. The second 
half of the year, however, will itself probably show a de- 
cline to 70% of profits for the same period in 1948. If there 
is a sharp break in inventory values, then these percentages 
would be greatly impaired. Our profit prospects compared 
with a year ago are reduced because inventory profit is today 
changing to inventory loss; also because our actual operat- 
ing margins, presuming constant raw material prices, are 
considerably narrowed.” 


Miscellaneous—Other: Sales Prospects Unsteady 


“Our business the first half year was off about 1.5% as 
compared with the first half of 1948, mainly due not so 
much to cancellation but to slowdown of deliveries on con- 
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tract orders. We have a substantial backlog which com- 
pares favorably with last year and this slowdown, if it 
continues, will give us about the same volume the second 
six months as the first.” 


“We do not gauge our volume by orders placed but by 
anticipated sales. We are looking for a sales decline of 
approximately 10% during the last half of the year.” 


“It now seems likely that new orders for the last half 
of this year may be 10% to 15% below those for the first 
half, and possibly about the same percentages below the 
last half of 1948. Order backlogs long ago disappeared and 
we are strictly on a hand-to-mouth basis.” 


* * * 


“Our inventories are considerably higher than last year due 
to the fact that we have replaced many items that were 
unobtainable last year; also, we have to carry in stock our 
own manufactured products for that class of trade which 
demands immediate shipment.” 


“We found our inventories as of January 1, 1949, con- 
siderably higher as a result of overproduction during 1948. 
We have spent the first six months pulling our inventories 
down so that we are starting on July 1 with an inventory 
picture which approaches prewar levels. We have had no 
serious inventory problems.” 


“At the present time our inventories are down about 
20% from last year. In relation to sales our present in- 
ventory investment is approximately 90% of a prewar ratio. 
For the end of this year we are striving for a 30% reduc- 
tion in inventories from last year which, if accomplished, 
will give us an inventory investment equal to about 85% 
of a prewar ratio to sales.” 


“Because of demands for extremely prompt service, we 
find that inventories must be kept at a level, with relation 
to percentage of sales, higher than that of last year and 
considerably higher than those of prewar days. We, there- 
fore, expect a rather gradual increase in the totals of our 
finished goods inventories. On the other hand, we are 
making rather sharp cuts in inventories of raw materials 
and supplies since these are more readily available than 


during recent years.” 
* * * 


“Our profits for the last six months of the year will be 
approximately 20% below last year and for the full year 
will be probably about 40% to 50% below last year. This 
decrease in profits is largely owing to curtailed produc- 
tion for the purpose of accomplishing an inventory reduc- 
tion. During the year there has also been a change in the 
sales mix, with a larger proportion of medium-priced and 
low-priced items that do not bear the margin of profit 
that the higher-priced items do.” 

“For the last six months of this year we anticipate that 
our net profit will range from 60% to 70% of last year’s 
actual. If we accomplish these figures, then our net profit 
for the year is estimated to range from 50% to 60% of last 
year’s actual.” 


